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i To the Shareholders and Directors, . : i ; f‘( /

‘ %, Inversionet Aguas Metropalitanas §.A. (fomerdy Inversicnes Aguas Matropolitanas Ltda.) | , o
: i : .

We have audited the accompanying consolidated balance sheets of Inversiones Aguas Metropolitanas 5.A, and Sn;xgiic'linries i:u ::f('j
December 31, 2005 and 2004 and the related consolidated statements of income and of cash ﬂo\:vs for the yearsit\he‘g f.:nded.Ir These ~
' consalidated financial statements (including the notes thereto) are the responsibility of the Company’s management.: Our responsibility
i3 10 express an Opinion on these ¢onsolidated financial statements based on our audits. The acmrn‘panying management anatysis and
material information do not form an integral part of these finandal statements, therefore this rep'ort does not cover these,

i

We conducted our audits in accardance with generally accepted auditing standards in Chile, Théu standards require that we plan
and perform the audit to obtain reasonable assurance es 1o whether the financial statements are'free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disdos‘ures in the financial st'atemems. An audit also
involves nsmﬁng the accounting principles used and significant estimates made by management, s well as evaluating the overall |
financial staterment presehution. We believe that our sudits provide a reasonable basis tor our apinion. '
‘- + ‘ .
\ In our opinion, the tansolidated financial statements referred to presant fairly, in all material respects, ﬁje financial position of
Inversiones Aguas Metropolitanas 5.A."and Subsidiaries as of Decamber 31, 2005 and 2004 and the results of their operations and cash
flows for the years then ended, in accordance with the accounting princples generally accepted in|Chile.
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Consolidated Balance Sheets
As of December 31, 2005 and 2004

ASSETS 2005 2004
ThChS . ThCh$
Current
Cash and banks 416,130 129,589 -
Time deposits 400,832 37,593,369 °
Marketable securities 2,143,074 1,721,146
Trade accounts receivable (net} 37,124,423 31,530,871
Notes receivable (net) 980,804 1,385,248
Sundry debtors (net) 6,349,129 877,696
Notes and accounts receivable from related companies 21,927 21,602,338
Inventories (net) 932.6M 1,380,802
Recoverable taxes 455,893 2,504,493
Prepaid expenses 470,136 320,222
Deferred taxes 785,165 673,370
Qther current assets 22,176,742 3,381,769
Total current assets 72,261,926 103,100,913
Fixed assats
Land 33,363,944 33,137,544
Buildings and infrastructure 963,370,439 949,534,119
Machinery and equipment 109,911,748 108,319,385
Other fixed assets 19,685,877 18,720,691
Revaluation of fixed assets 4,817,410 4,866,608
Accumulated depreciation (539,719,053) (518,689,521}
Total fixed assets 591,430,365 595,588,826
Other assets
Goodwill 353,682,856 379,154,573
Negative goodwill {1,079) (1,146}
Long-term debtors 8,385,371 10,618,430
Intangible assets 42,532,489 41,485,615
Acumulated amortization (6,421,306} {5,366,387)
Other 9,658,649 10,465,694
Total other assets 407,836,980 436,356,779
Total assets 1,071,529,271 - 1,135346518

T sccompinying Notes 110 31 form an integral part of these conéolidated financai siatements.




[
Consolidated Balance Sheets
| As of December 31, 2005 and 2004

[

+

" LIABILITIES AND SHAREHOLL;IERS' EQUITY

2005 - 2004

ThChs ThChs
Current . g . .

" Shart term portion of borrowings from banks and financial institutions 20,246,232 N -
Long term borrowings from banks and financial institutions short-term portion 6,473,654 . 607,046
Bonds payable short - term portion ’ 105,500,251 " 34,363,650
Accounts payable 17,952,864 15,757,863
Notes payable 1,233,733 ' 4,975,794
Sundry creditors . 1,344,223 1,378,883

" Notes and accounts payahle to related companies 3888517 ‘ 9,423,516
Accruals 15,654,179 | 15,369,761
Withholdings “ 6,692,001 ! 5,811,738
Income tax 1,859,796 -
Unearned income 1,459,610 993,019
Other current liabilities "11,634 - 12.406
Total current liabilities - . 182,316,698 | 88,693,676

) Lnng-ltarm . ) ?

IBorro:'vings from banks and finan_cial institutions 62,‘166,.657 ; 70,758,588
Bonds payable 109,345,915 206,686,783

 Notes payable | 25,461,254 23,611,737

Sundry creditors 1.;97,[65 ! 2,104,113
Aceruals 7,872,690 | 6,493,272

‘Deferred taxes 2,811,573 3,412,212
Other long-term liabilities 792813 1,188,686
Total long-term liabilities 210,648,077 314,255,391

] v
MINORITY INTEREST 186,432,298 | 191,713,246
Shareholders* equity , : -
Paid in capital 485,:87!.812 i 491,227,671 .
Price [evel restatement , - 19,841,049

‘Retained earnings I28'5.884 ' 18,492,790
Net income for the year 17,103,981 ° 11,122,695
Interim dividends (11,129,47%) -

492,132,202 540,684,205

Tota! shareholders’ equity

I
f

1,071,529,271 1,135,346,518

‘Total Habilities and shareholders' equity
1

The Ktompenying Notes 1to 31 form an imtzpral part of these mmsolidated financial statements.




Consolidated Statement of Income
As of December 31, 2005 and 2004

2005

2004
ThChs . ThCh$
Cpaerating income
Revenues from operations 215,106,144 195,432,581
Cast of operations {86,269,872) {82,613,937)
Opetating margin 128,836,269 112,818,644
Administrative and selling expenses (27.356,373) (26,260,785)
Operating income 101,479,896 86,557,859
. Non-operating {expense} income
Financial income 5,538,410 4,897,793
Other non-operating income 5,868,885 7,189,630
Amortization of goodwill {25,4711.7117) (25,471,717)
Financial expenses {17.743,066) (17.173,184)
Other non-gperating expenses . (558.670) {660,848)
Price-level restatement 1,670,214 1,034,389
.Foreing exchange differences 17,755 4,910
Hon-operating income (expense) (30,678,189} (30,179,025)
Income before income taxes minoritary interest and
amortization of negative goodwill and extraordinary [tems 70,801,707 56,378.834
Income taxes (16,637,973) (13,657,885)
Minority Interest (37,059,820) (31,598,321}
Amortization of negative goodwill 67 67
Net income for the year 17,103,981 11,122,695

The accompanying Wotes 12 33 form an intsgral part of thewe corssfidated financis! rixiements. e
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Consolidated Statements of Cash Flows
< As of December 31, 2005 and 2004

1

'

2005 2004

i ThCh$ ThChS

- Net cash flow from .operating activities ! ' :

‘ Collection of trade accounts receivable . 256.'337,165 ! 243,236,407
Financial intome received I.|037,199 668,688
Other income received 3,275,003 5,245,851

. Payments to suppliers and personnel (92,446,328) (97,236,042)
Interest pald {13,876,764) . {13,211,216)
Income tax paid (13383.137) . (15756,680) *
Other expenses paid (575_538) ! (1,385,286)

'V.AT. and similar payments (25,945,612) | :(20,994,733)

ITOtﬂl net cash flow from operating activities 113,821,988 ' 96,566,889

: Net cash flow from financing activities ‘. .

, Loans obtained 73,096,460 16,428,005
Bonds issued 28,869,433 .
+Other financings 15,770,382 17,935,009
Payments of dividend . {40,426,181) -
Capital reductions * {25,1596,908) | -
Repaymeants of loan {53,255,984) {592.034)
1 Bonds repaid (sn,;suv.m) | (1,937,115}
| Other financing disbursements {57,166,563) ' (31,673,256}
Total net cash flow from financing activities (118,916,455) 160,609

_Net cash flow from investment activities . '

Proceeds from sales of fixed assets - 1,684,297 1,971,946
Proceeds from sale of permanent investments " o214 -

\Proceeds from sale of othér investments {1y . -

IOthe( investment income {204 -

;Collecﬁon of other loans to related companies ‘54,‘778._259 6,235
Acqulsition of fixed assets (32,?19.935) , {42,736,734)
Payment of capitalized interest (684,729) 436,921)
Others of lozns to related companies (32,928,000) {22,024,890)
Other investment disbursements (I960.046) : {502,697)

| Total net cash flow from investment activities . {10,930,165) (63,723,061}

| | .

Total net cash flow for the year (16,024,632} : 33,004,437
_Effect of inflation on cash and cash equivalents {1.022,550) ' {663,518)
Net change in cash and cash equivalents . (17.647.222) ' 32,340,919
Opening balance of cash and cash equivalents 41,061,526 8,720,607

)
dosing balance of cash and cash equivalents 24,014,304 41,061,526

1 The secompsnying Nates 1ta 13 form an integrad part of thoe comolidated financial statements. L4
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Consolidated Statements of Cash Flows
As of December 31, 2005 and 2004

Recondiliation of net cash flow from . . 2005 1004

operating activitiet and net income for the year ThChs - ThChs
Net income for the year 17,103,581 11,122,695
Result of asset sales _ ' {1,584,524) (841,478)

{Gain) on sale of fixed assets {1,584,524) ‘ (841,478)

Charges (credits) to income not representing cash flows

Depreciation for the year 32,986,595 33,449,563
Amortization of intangible assets 1,034,831 1.042, 710
write offs and provisions 1,412,557 3,355,191
Amortization goodwill T ' 25471717 . 25471717
Amortization negative goodwill ) (67) (67}
Net price-level restatements, net ! (1,670,214} {1.034,389)
Exﬁhange differences, net foreing . {17.755) (4.910)
Other credits to income not representing cash flows (2,882,711) {3,057,569)
Other charges to income not representing cash flows 2,652,163 1,741,631
Charges {credits) to income not representing cash flows 59,007,116 60,963,877

Changes in assets affecting cash flows - (increase) decrease

Trade accounts receivable : \ -« {3.093,329) 1,378,159
inventories 341,235 .. 1,089,262
Other assets ) 1,063,365) - 992,569
Changes in assets aHecting cash flows - (increase) decrease . (3,815,459) 3,459,9%0

Changes in liabilities affecting operating cash flows - increases (decreases)

Accounts payable related to operating inceme {4,682,666) (7,251,142}
interest payable . : 928,710 1,730,295
Incarme taxes payable ' 2,325,838 . {2,673,178)
Other accounts payable related to the non-operating income {expense) . 3.2687.122 {3,210,287)
V.A.T. and similar payables {net} . 4,192,050 * 1,667,796
Changes In fiabilities affecting cash flows - increases (decreases) 6,051,054 (9.736,516)
Profit of the minority interest 37,059,820 31,598,321

Net cash flow from operating activitles 113,821,988 96,565,889

] v
[ 1]

The sccompanying Notes 1 to 33 form, an integral purt of these comolidated financial sirements., ™
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Notes to the Consoildated Financial Statements
- v As of December 31, 2005 and 2004
Pt N . [ :

NOTE 1. REGISTRATION IN THE SECURITIES REGISTER
i ' : '
Inversiones Aguas Metropolitanas 5. A. Aguas Andmas §.A., Aguas Cordillers 5.A., Aguas Lot Dominicos S.A. and Aguas Manquehue
; S.A, are registered under Numbers 0912, 0346, 0369 0389 and 0402 respectively, in the Securities Reglner of the Superintendency of -
. - Securities and tasurance. Consequently, these Companies are subject to the regulatory authority o'f that Superintendenty.

N
. |

NOTE 2. ACCOUNTING PRINCIPLES APPLIED . R |

‘ a) Accounting period
: These financial statements relate to the years between January | and December 31, 2005 and 2004 respectively,

: I
. . | b} Basis of pneparaﬁnn '
' These consolidated financial statements have been prepared in accordance with accounting principhes generally accepted in Chile, as
published by the Chilean Institute of Accountants, and the instructions of the Superintendency of Secutmes and Insurance.
I the event of differences between the two, the instructions of the Superintendency of Securitle-s and Imurum:e prevall.

. L,
~+ ) Basis of Presentation ’ : ! .
: Far comparison purposes, the financial statements as of December 31, 2004 and their respective nmes have been price-level restated
K ' off the books by 3.6%. This percentage corresponds to the variation in the Consumer Price Index durlng the Ian twelve months, with
. i ;.2 one-manth time lag. i
For comparison purposes, re-classifications were made to the finandal statements of 2004.
d) Basis of Consolidation ' ! [
The cansolidated financial statements comprise the assets, liabilities, resuits and cash flows of theI Company and its subsidiaries. The
wansactions undertaken between the consolidated companies have been eliminated and the partidipation of the minoarity investors*
has been recognized as minority interest. . . |

. P Interest percentage
. , Taxpaper Company name . 2005 ' 2004
Identity number s Direct Indirect Total Total
: - % % % . %
; 61.808.000-5 | Aguss Andinas S.A. : 51,2020 o.oooo‘: . St20w " 51.2020 )
" 96.974.880-0 Agues Industriales del Norte S.A. ) 0.0000 0.0000 0.0000 £0.0000
80.311.300-5 Aguas Cordillera S.A. 0.0000 99.9599 ' 99.9999 99.9999
96.545.210.3 Ecorifes $.A. " 0.0000 100.0000 ! 1000000 100.0000
[ " 96.828.120.8 Gestion y Servicios 5.A. 0.0000 100.0000 | 1000000 100.0000
© 1 96.568220.1 Aguas Los Dominicos 5.A. 0.0000 99,9497 | 99,9497 99.9497
) - 96.967.550-1 Analisis Ambientales S.A, 0.0000 100.0000 100.0000 100.0000
, 96.809.310-K Comercial Orbi li $.4, 0.0000 . 100.0000 | 100.0000 100.0000
' §9.221.000-4 Aguas Manquehue S.A, ©.0000 100.0000 ' 100.0000 ~ 100.0000

) f B7.538.200-4 Hidraulica Manquehue Ltda, + 0.0000 $00.0000 | 100.0000 100.0000




Notes to the Consohdated Financia! Statements
As of December 31, 2005 and 2004

e} Price-tevel restatements

The consolidated financial statements have been restated by 3.6% In 2005 and 2.5% in 2004 to reflect the effects of variations in the
purchasing power of the local ¢urrency during each year, in accordance with accounting prirkiples generally accepted in Chile.
Ineame statement balances were also restated to express them at year-end values.

f) Currency transiation
Assets and liabilities in Unidades de Fomento and/or foreign currencies are shown at thelr respective values andior exchange rates at
each year end, at the following rates:

2005 2004

Chs Ch$
United $tates Dollar . 512,50 557.40
Unidad de Fomento ‘ 17,974.81 17.317.05
Eure ' 506.08 760,13

g) Time deposits
Time deposits are shown at their investment value plus indexation adjustments and accrued interest to the end of the year.

h) Marketable securities
Marketabie securities reflect the to investments in mutual funds units made by the companies. These are shawn at their redempgién
value at the closing date of these financial statements. -

i) iInventories
Materials are shown at their price-level restated cost which does not exceed their respective replacernent costs at each year-end.
There is an allowance for cbsolescence for disposable items remaining in stock for more than one year without movement. *

|y Estimate of doubtful accounts

The estimate of doubtful accounts depends on the age of the accounts receivable and its history of collectibility, as follows:

- For the subsidlaries Aguas Andinas 5.A., Aguas Cordillera 5.A,, Aguas Los Dominicos 5.4, and Aguas Manguehue 5.A., » 100% provision

is made for customers with debts past-due for over B manths.

For the subsidiaries Aguas Andinas 5.4, and Aguas Cordillera S.A., » provision of 20% of consumption debts converted into repayment

plans Is established for cases dassified as “non-government subsidized”. For tases dassified as “government subsidized” customers, -
a provision of 40% is made. In the case of the subsidiaries, a provision of 20% of the agreed repayment is made.

For the subsidiaries Gestidn y Serviclos S.A., Anam S.A. and Ecoriles S.A., a 100% provision is made for customer debts more than

120 days past due. ' .

- A 100% provision is made for past-due notes receivable. )

%) Fixed assets

For the subsidiary Aguas Andinas S.A., the fixed assets transferred by the predecessor entity are shown at their appraisal values
determined by independent consultants in accordance with a technical study made in 1977 and restated for inflatlon. Acquisitions
after 1977 are shown at their restated cost, ) .

The subsidiary Aguas Cordillera 5.4 shows its specific accounts at cost, plus the incremenial value of a technical appraisal performed
in 1977, both restated.




. Notes to the Consolidated Financial Statements

|
. assets.
i

) ' 1 As of December 31, 2005 and 2004 .

The Company and subsidiaries record their fixed assets at restated cost. |
The fixed assets include the principal renovations and improvements but not maintenance costs or minor repair expenses which are
charged to income in the year in which they are incurred. | 1 i

Wark in progress includes finandng costs incurred until the assets are in a condition to be used, m acr.nrdance with Technical Bulletin
N’ 31 of the Chitean Institute of Accountants. -

Furthemore direct remunerations, consultancy costs and other inherent and identifiable expenses gre also induded in the cost of
some warks. . . R . oot

n Depm::ahm of fixed pssets L . ¢

Depteclatlon is caleulated using the straight-line method on the restated book values over the remaining useful lives of the respective

1

o m) Leased assats -‘

' Leasing contracts classified as capital laases are recorded in accordance with Technical Bulletin N 22 of the Chitean Institute of .

. Acgountants,

; Leased assets are valued and depreciated in the same way &3 the rest of the fixed assets.

., The assets acquired in this way are not legally owned by the Company until it has exerdised its pun:hnse optlon and meanwhile the
Company may not freely dispose of themn. . . i

n) tntangible assets 4 |

Water rights, easements and other rights are shown at their restated cost net of amortization, in ac:ordanca with Technical Bulletin
' N 55 of the Chilean Institute of Accourtants. i
Intangible assets are being amortized over a period of 40 years from the dne of acquushaon or &5 from 1998 a3 It is believed that they
will provide benefits during that period. | :

. . v
o) Goodwill and negative goodwill - [
- Goodwilf represents the excess paid over the proportional equity value on the purchase of shares in Aguas Andlnas S.A, Aguas Cordlllera
+ S.A. and Comercial Qrbi Il 5.A. Negative goodwill represents the deficit between the price paid and the prnpomonal equity value on
' the purchese of shares in Hidrdulica Manquehue Ltda. Negative goodwill and goodwill is arnnmzed over a penod of 20 years from
the date of acquisition because it is estimated that the investment will be recovered over this penod .
C
* p) Operation transactions under resale agreements - '
" The of securities under resate agreements are valued as fixed-rate investments and are shown in 01her current Assets, in accordance
, with Circular 7568 of the Superintendency of Securities and Insurance. *
q) Bonds payable - '
~ This is the obligatian for the placement of bonds issued by the compemes on the domestic market, shown at their nominal value plus
indexation adjustments and interest accrued to the year-end. The discount incurred and the issue ﬂxt! on the placement of the bonds,
except as stated in the following paragraph, are deferred and amortized over their term, in ntcordam:e wu:h Circular 1,370 of the
t Superintendency of Securities and Ensurance. ‘
The costs of placing bonds on the domestic market incurred by the subsidiary, Aguas Cordillera S.A., in the years 1991, 1992, 1993,
1994 and 1995 were charged 1o income in the respective years.

| . 167 . B




- ' Notes to the Consolidated Financial Statements
As of December 31, 2005 and 2004

r} Income tax and deferred taxes

The Company and subsidiaries have provided for income tax on the basis of their met taxable income determined in accordance with
the provisions of the Income Tax Law, According to Technical Bulletin N* 60 and other instructions from the Chilean Institute of
Accourntants snd Circular 1,466 of the Superintendency of Securities and Insurance, the Company and subsidiaries record the effects
of deferred taxes resulting from timing differences, tax benefits related to tax loss cmy-forwards and other events that create
ditferences between the financial and tax treatment.

The Company and some of its subsidiaries recorded these effects as from the beginning of the year 2000, recording deferred taxes
arising on the accumulated timing differences in asset and liability accounts with credits and charges, respectively, to complementary
accounts which are amortized, affecting income tax far the period, over the weighted average raversal period. These complementary
accounts are shown deducted from the corresponding deferred tax sssets and liabilities that originated them.

s] Derivative contracts

The Company has signed exd‘wnge hedging contracts with financial mmtutlons These have been defined as hedges for existing entries
and contracted and assigned as instrumenss against exchange rate fluctuations. They are shown in accordance with Technical Bulletin
N° §7 of the Chilean Institute of Accountants.

) Severance indemnities

For the subsidiaries Aguas Andinas 5.A., in August 2002, and Aguas Cordillera 5.A,, in December 2002 and January 2003, new collective
contracts came into force whose dause referring to severance indemnities stated that this will be paid as indicated in the Labor Code,
while the amount accrued by the workers to thase dates remasined fixed and is adjusted quarterly in line with the Consumer Price

- Index. The contract for Aguas Andinas 5.A. slso established that workers who retire fram the company, within 120 days of having

reathed the legal retirement age, will continue 1o accrue this benefit after August 2002, while for Aguas Cordillera 5.4, the contracys
mentioned state that workers who retire from the company on reaching the retirement age, shall continue to accrue this benefit after
December 2002 and January 2003 respectively.

The obligation of the subsidiaries for the accrued indemnity for workers up to July 2002 for Aguas Andinas $.A. and November and
December 2002 znd tanuary 2003 for Aguas Cordillera $.A,, is shown at its present value, and the obligation for the additional indemnity
that it is estimated will accrue 1o the workers who retire from the compeny is provided for at its present value, calculated according
1o the accrued cost of the benefit method and at an annual discount rate of 4.8%.

There are also individual contracts which are shown at the present value according to their terms.

Advances grented to personnel agalnst such funds in Aguas Andinas S.A. and Aguas Cordillera 5.4, are shown as long-term debtor,
These, restated, will be deducted from the final settlement, as stated in the respective contracts,

u) Sales

The Campany’s sales relate to Technological Support and areé shown on an accrual basis.

Sales of the water treatment subsidiaries is recorded on the basis of the consumption read and billed to each customer, divided into
monthly billing groups and valued in accordance with the tarif{ fixed by the Superintendency of Sanitation Services (5155} for five-
year period,

Consurnption read But not billed at the year-end is also shown valued at the tariff charge for each invoicing group,

v) Computer software
The software was acquired as computer packages andg is shown in Other fixed Assets, in acordance with Circular 981 of the
Superintendency of Securities and Insurance.

w) Research and development expense
Expenses incurred in studies and research and development which are not deemed viable projects, are charged directly to income for
the year. Otherwise, they form part of the costs of the corresponding works.
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| : ~ Notes to the Consolldated Financial Statements

i As of December 31, 2005 and 2004

'

*] Statement of cash flows : !
) The Company and its subsidiaries consider as cash and cash equivalents its balan:es in cash, in unrestricted bank checking accounts,
time deposits, marketable securities and repurchase/sale agres s whose redemption will take place withln 30 days from the date
) the investment was made and that have no risk of significant loss at the time of redemption. '
. Cash flows from operating activities include revenues and expenses of the Company and its su,bsidiaries and all ather income and
. expenses that are treated as non-operating in the Statement of Income. . i

NOTE 3. ACCOUNTING CHANGES |
. The following changes in accounting estimates were made during 2005: ! )
; The subsidiaries Aguas Andinas 5.A. Aguas Cordillera 5.A. and Aguas Los Dominicas 5.A. have collective labor contracts with their
. empioyees which provide for indemnities in accordance with the Labor Code and an additional indemmty if they retire rather than
. - being inveluntarily dlsmnssep i
b To calculate this additional indemnity, these subsidiaries use the present value of such obligations based on the accrued cost method
for those who are covered by the collective contract and who they believe will remain employed unti] retirement age, The discount
. . ' rate used for this calculation has been changed from 6.5% as of December 2004 to 4.8% a5 of December 2005 in accordance with
' study made by the subsidiaries. | '
, The effect of this change on the resuhs for 2005 amounts to a greater charge of ThCh 63,711, ! '
. For the subsidiaries Gestidn y Servicios S.A., Anam 5,A. and Ecoriles 5.A., in view of the past explerience of the trade debtors, it has
been decided to modify the method for calculating non-payment, by reducing the past.due terms from 240 to 120 days.
. ; The effect of this change on the results for 2005 amounis to a charge of ThChs 26,100, |
There have been no other accounting changes that should be mentioned during the periods ended December 31, 2005,
R ) ‘ . |
NQTE 4. SHORT AND LONG-TERM DEBTORS i
)
Trade accounts receivable relate to the billings of subsidiaries for consumption of drinking water, sewage se;'\n'ces, sewage treatment
and other associated services, with balances dlassified as short and long term. |
) The balance of trade accourts receivable includes an aliowance for revenue accrued as of December 31, 2004 and 2005 of ThCh$13,527,331
. and ThCh$ 12,466,977 respectively, correspondmg ta unbilled meter readings at the end of each year. H
! The debtors balance as of December 31, 2005 of the subsidiary Aguas Andinas 5.A. is split into Res:denual 80.13%, Commercial 16.72%.
Industrial and others 3.15%, compared to Residential 78.93%, Commercial 17.64%, Industrial and others 3. 43%.35 of December 31, 2004.
For Aguas Cardiflera 5.4, the split is Residential 82.38%, Commercial 17.33%, tndustrial and others 0.29%, compared to Residential
82.30%, Commercial 17.43%, Industrial and athers 0.26% as of December 2004.
Far Agues Los Dominicos $.A., the split is Residential B7.424%, Commercial 12.54%, industrial and m.hers 0. M% compared to Resndentlai
89,27 %, Commerdial 10.69%, Industrial and others 0.04% in 2004, i
For Aguas Manguehue 5.A., the split is Residential 69.76%, Commercial 30.23%, Industrial and others 0.01%, compared to Resu:lennal
. ; 69.92%, Commerdial 29.95%, industrial and others 0.13% in 2004, !
’ The subsidiaries have established allowances for doubtfui accounts as follows: N .

¢ ~

I l

: ) An alfowance for doubtful accounts has been made by the subsidiaries as explained in Note 2 J), amountmg to ThCh$ 11,992,334 |
and ThCh$ 12,175,279 respectwely s of December 31, 2005 and 2004, Of these sllowances as'of December 31, 2005 and 2004, |
ThCh$ 444,293 and ThCh$ 819,425 respectively were charged to income for the year, Of the aIIowence s of December 31, 2005 and

. 2004, deots of ThChS 12,117 and ThCh$ 7,469 respectively were written off,

. b} Allowances for repayment agreemenu relate 1o agreements for the repayment of debts s-gnediwlth cus‘tomers of Aguas Andinas
+ S.A and Aguas Cordillera 5.A,, by which  they can obtain a commercdial discount if they fully complywith the agreement. This altowance
is ThChi 2,346,833 and the charge to income as of December 31, 2005 was ThCh$ 530,833 (Thth$ 1 881,376 ns of Decemnber 31, 2004

and a charge o income for that year of ThCh$ 2,161,023). |

i
|
1
i
|




: Notes to the Consolidated Financial Statements
As of December 31, 2005 and 2004

Notes receivable is comprised mainly of promissory notes signed by customers as & result of agreements with praperty developers.
The balance of short-term sundry debtors relates mainly to funds reserved to prepay all the bonds series 8, D and E that are in the
possession of the bond-halding bank as stipulated in the prepayment cleuse and in accordance with the resolution of the board to
proceed with the prepayment of all these bonds as from January 2, 2006, The long-term debtors carrespond to 2greements signed
with property devetopers and advances against severance paymants.

The principal component of long-term debtors relates to advances against severance indemnities, as indicated in Note 2 1) and trade
accounts receivable net of corresponding pravision.

Current
90 days Total
kp to 90 days to | year Subtotel  + cument(net) Long term

Hem . 2005 2004 2005 2004 2005 2004 005 2004

Thths ThChs ThChS - Thihd ThCh$ Thchs - ThCh  Th(hS
Trade accounts reecivable 36,292,656 31,383,100 2,644,030 2,044,399 - 33936686 37,129423 3153087 '798_,3§1 1,895,812
Estinate of doubtful accounts ' . - - - 1,807,263 Coe - - -
Notes recetvable . 535933- 916,048 630,90 601,664 1165123 980,804 1,335,248 170,102 189,659
Estimate of doubtful accounts - . - - 185,31% - - - -
Sundry debtors ' 531137 413,259 B5482 519,149  £,396859 6,349,129 877,696 7416938 8532959
Estimate of doubrthul accounts - - . - 47,730 - - - --
Total long-term debtors * - - - . - - 8,385,371 10,618,430

NOTE 5. BALANCES AND TRANSACTIONS WITH RELATED ENTITIES

Notes and accounts receivable s

The account receivable from Constructora ACSA Ltda. and Aguas de Levante 5.4, relates to the sales of material at with & term of 30
days, with interest.

There is also an account receivable from Aguas Décima 5.4, for laboratory services and sales of materials with a term of 30 days, with
interest.

The recefvables from Aguas Argentinas and Aguas de Saltilio relate 1o the reumburwrnem of expenses.

The account receivable from Degrémant 5.A. Agencia en Chile corresponds to laboratory service contracts with a term of 30 days, with
interest. '

The accounts receivable and debts with Brisaguas 5.4, correspond to the sale of materials with a payment term of 70 days and no
mterest

The accounts receivable from Inversiones Aguas del Gran Santiago 5.A. and Ondec Services Chile 5.4, correspond to trade current
atcounts but are not subject 1o interest and are price-level restated as from January 1, 2005,
Notes and accounts payable '

The contract for the construction of the La Farfana sewage treatment plant and its operation until July 2005 was awarded under a
public tender ta Degrémont 5.A. Agency in Chile. This is a turnkey construction contract with a performance guarantes and the
payments under this contract are expressed in Unidades de Fomenta. The construction was concluded in September 2003 and the
Company is charged for operating the plant fram october 2003.

The debt with Aguas de Levante 5.A. relates to the purchase of materials, with payments at 30 days wuth no imterest,

The debt with Acsa Agbar Construccidn 5.4, relates ta withholdings made from payments under a tube renewal contract,

The debt with Clavegueram de Barcelona $.A., shown in 2004, relates to the reimbursement of expenses. )

The debt with Constructora Acsa Ltda, relates to the purchase of materials, with payments at 60 days and with no interest.
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Notes to the Consolidated Financial Statements
' As of December 31, 2005 and 2004

The debt with Brisaguas S.A. relates to collections paid under contract, ! .
The debt with Omniloglc Telecomunicaciones Chile 5.A. relates to maintenance services for radio-communication ‘and trangmission
networks, payable at 30 days. !
The debt with Suez Lyonnaise Des Eaux and Sociedad General Aguas de Barcelona $.A. relates to 8 contract in euros for the provision
of technological services since 2001, with a 5-year term, monthly invoicing and £3-day payment terms, without interest.

|

Notes and accounts receivable  ~ |
|

Short term Leng tefrn

. Tax N® Company 2005 2004 i . 2008 - 2004

’ ThChs ThCh$ i ThCh$ ThCh$
96.885.200-0 - Ondeo Services Chile $.A. . 10,777,779 } . .
77.329.730-4 Inversiones Aguas del Gran Santiago 5.A. - 10,772,719 - -

| 77.030.800-3 Constructora Acsa Ltda. 637 659 ! i- -
00.000.001-9  Aguas Argentinas s . 14,582 ) X

. 96.703.230-1 Aguas Décima S.A. ’ 6,007 3,567 i ;- -
00,000.001-2 Aguas de Saltilic " 6,095 I v .
59,066.560-6 . Degrémaont 5.4, Agencia en Chile 12,709 20,882 - . -

' 96.864.190-5 Brisaguas 5.A. S06 995 : a

. 59.094.680-K  Aguas de Levante S.A. 2,068 - : -

. Total 21.927 21,602,338 . -

| ' ‘

Notes and accounts payable . 1 \
' Short term ‘ ! Long term
Tax N* Company 2008 2004 ! 2005 2004

: Thihs ThChs . " ThChS ThChs

D . . i

l 00.000.001-9 Sociedad Gral. Aguas de Barcelona S.A. 1,030,887 185,162 - -

{ 00.090.001-9 Suez Lyonnaise Des Eaux 462,631 740,648 . i -
£9.066.560-6  Degrémont S.A. Agencia en Chile 1,736,195 8,248,264 ! - -
SO.094.680-K  Aguas de Levante S.A 575,166 85,001 : -

' 59.096.940-0  Acsa Agbar Construccién S.A, €5,100 67,444 N -

- 77.030.800-3 Constructora Acsa Ltda. - 1,400 ¢ - -

. 96.864.190-5  Brisagues S.A, 17,1 e . .
00.000,001-9  Clavegueram de Barcelona 5.4, - 395 ° 1. - -

| 96.847.530.4 Omnilogic Telecomunicaciones Chile S.A. 827 - - -

! Total 3,888,517 9,423,516 : - -




Notes to the Consolidated Financial Statements
As of December 31, 2005 and 2004

Transactions
v
2005 2004
Effecton Effecton
. resdts : results
Company Tax Ko, Relationshp  Transaction Amount {chargelaedit Amount (dsargel/eredit
ThehS Thehs Thths Thihs

Suez Lyonnaise Des Eaux  00.000.001-9  Indirect Advice received 3,365,954 {3,369,954) 3,117,045 (3,117,048)
Soc. General Aguas de .

Barcelona S.A 00.000.0¢1-8  Indirect Advice received 749,811 (749,831) 1,3135817 (1,335,877}
Inversiones Aguas del ’

Gran Santiago SA. T73297304  Partner Loars granted 25,632,000 c- W0IITN -
Ondeo Services Chile S.A. 968852000  Partner Loans granted . 6,368,000 T 10,777,779, -
Degremont §.A. . '

Agencia en Chile 59.066.560-6  Related Payment corstruction debt 5,545,847 . 11,951,462 -
Aguas te Levante §.A, 59.094.680-K  Related Purchase of materials 1,951,487 (1,887,489} 1,059,530 (727.99%)
Acsa Agbar :

Construccitn 5.A. 53,096.940-0  Related Tube renewal contract - . - 1,447,232 . -
Consruciora Acaltda, 770308003  Related  Sale of maeriaky - . 73,875 73,875
Degremont 5.4, ’

Agencia en Chile 58.066,560-6  Related Plant operation - - 6,528,534 {6,528,534)
Inversiones Aguas del
Gran Santiago S.A. © 71337304 Partner Repayment loars granted 15,440,730 - - -
Degremont
Agencia en Chile 5.A, 59.066.560-6  Related Laboratory services 43555 43,925 - -
inversiones Aguas del : o

Gran Santiago S.A. 71329.730-4  Parther 1AM capital reduction 19,671,210 - - -
Inversiones Aguas del '

Gran Santiago $.A. 773297304  Partner Dividends paid 31,680,636 . . -
Ondeo Servicios Chile 5.A.  96.885.200-0  Partner Repayment loans granted 16,948,959 . - -
Ordeo Servicios Chile S.A.  96.885.2000  Partner Capital reduction 4,887,120 . - S
Ondeo Servicics Chile SA,  96.895.2000  Parter Dividends paid 7,610,720 - . .

Corfo 50.706.000-2  Related Dividends paid 29,356,363 R XA P2 -
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i | NOTE 6, DEFERRED TAXES AND INCOME TAX ) |

" l As of December 31, 2005 and 2004, the detail of taxable income and other concepts is as follows: |

2008 2004

| ] ' ) . Thchs Thehs
| . P
| ' : i a) Taxable income . . 101,566,598 ! 78,097,426
. ] ’ b)Batance of taxed eamings fund . 78,45|2..7DO ' 97,911,057
©) 15% credit for shareholders ~ : a2 ! 505,304
. 16% credit for shareholders ‘. 346,205 ‘ 354,690
4 ' * ' 16.5% credit for shareholders ' ' 792308 3,773,047
1 17% credit for shareholders . - Lo 11,360,593 L 12,382.934 -
. d}Taxloss* - 3,601

i
. i
1| * The tax losses refate to the subsidiaries Hidrdulica Manguehue Ltda. and Comercial OR8III S.A, |

!

, The detail of the timing differences Is as follaws: |

@ L : 2005 ' o
I Deferred tax assets Deferred tx lubilties  Deferedfaxasstts . - Defered tm abiites .
' Item Shortterm  Long term Shortterm  Longterm  Shortterm  Long term Shortterm  Long term
' Thah§  Thay Thehs Thns ThChs Thchs Thehs Thehs
. ) . [
: , " Allowarce tor doubthul accounts 346353 1691844 - - BAws 71555 - .
! . Unearned income 1511% 73,124 - B 162,886 + 126,076 ‘ - -
Provision for vatations 15527 10180 . - 1 w0nsM - -
® - Leassd assens : . . L9081 4583 . I L s .
' Depreciation fixed assets - 200,121 - aBsED2 - - o . 8255434
. Severance payments 83,754 17,110 - S V5] | - ‘ . -
Other evens 2491 40,499 10,645 . - 104006 o .
Provition profit sharing . - 2 -, s P - EH .
\ nvestrment expenses in related companies - - 13,386 261,308 - 1 - * 13,386 . 284,409
' Sokoware - - - am - Pt e 185
® - " Bond placement discount - - W% LBTEM - - Lo D689 1425648
, Tax lones . - - - - - 612 . B
N Mitigition . T M40 659208 - . 4709 164397 I . .
} , Obsolescence fived assets . 9977 - . - - 10,336 - .

| Deferred charges ; ; 11,684 ss - | . ' 10499 88365 °




Notes to the Consolidated Financial Statements
' : . As of December 31, 2005 and 2004

. 2005 004

2 Deferred tax ssets Daferrad ax liabilities Deferred tax axsets Deferred tax [iabilities
ttem Shortterm  Long term Shortterm  longterm  Shortterm  Long term Shortterm’  Long term
Thehs ThChS TS ThihS Theh§ ThCh$ ThCh§ Thehs
* Water rights - .09 - - 37,209 - -
AFR KWH ime - - - 3,15 - - .
Allowance properties 35,366 - - - 37,677 - - -
Allowance repayment agreerments 243,779 150,183 . - 31988 - - .
Complementary accounts-net
of amortization ' - - - {89313 - Lo - {536,931}
Provision for valuatian - - - - - 612 . -
Total ) 1,104,083 1,136851 851 5945424 1078121 1,260,095 404,751 561231
Intome tax
2005 2004
Item Thchs ThChS -~
_Current tax charge {provision for tax} {17,266,322) {13,446,562)
Adjustment tax charge {previaus yean) (56,761) (202,160)
EHfect in assets ar liabilltes of deferred taxes for the year 750,440 60,439
Etfect of amortization of complementary accounts of deferred assets and fiabllities (38,618) (38,618)
Effect in assets or liabllites for deferred taxes '
by changes in the provision for valuation 612 51
Other ¢harges or credits to the account {27,324) (31,035)
{16,637,573)

- Total

(13,657.685)
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I

NOTE 7. OTHER CLURRENT ASSETS

The detail of this item is as follows;

|

. 2005 2004
Thchs ThChs
Instruments of Central Bank of Chile (Note 8) 21.(;54,268 ' 1,617,422
Bond placement discaunt: 1094860 1,745,937
Guarantees of paving rights k 3891 -
New projects ;23, 567 -
Agreements receivable : - 8,067
Others | 156 10,343
Total other current assets 22,176.742 3,381,769

NOTE 8. INFORMATION ON OPERATIONS INVOLVING COMMITMENTS TO PURCHASE, COMMITMENT? TO SELL SALE WITH REPURCHASE
AGREEMENTS AND PURCHASE WITH RESALE AGREEMENT OF INSTRUMENTS OR MARKETABLE SECURITIES

Details of the agreements in Chilean pesos signed as of December 31, 2005 which correspond to fixed rate instruments with a resale

agreements are as follows:

Dates

|

Subsaiption I"indt Market
Code  Start Maturity  Counterparty Currency value Rate value | Instrument value
ThChS ThChS ! ThChs -
1
CRV- 301205 050106 BantodeChile~  Ch$ 237,000  4.44% Annual ‘237,|7q BCD 237,029
CRV  30-12.05 0601.06 Banco de Chile ch$ 500,000 4.44% Annual 500,432 PDBC 500,062
CRV - 301205 06-01-06  Banco de Chile Chs 173,160 4.44% Annual . 173,309 PREC 173,181
CRY  29-12405  05-01-06  Banco Santangder  Ch$ 8,571,000 420% Annual 8578000 ' BCD 8,573,000
CRV 291205 05.01.06 Banco BBVA thi 10,000,000 4.20% Annual 10,008,167 PDBC . 10,002,333
| CRY 301205 050106  Banco de Chile Chs 938,200 4.44% Annual 938,894 PDBC 938,316
CRV  30-1205 060106 BancoSantander  Ch§ 128000 444% Annual 128111 BCP 128,016
CRV 221205 11-01-06  Banco de Chile Chi 350793 444% Anoual 351,550 BCD 351,182
CRY  22-1205 110106 Banco Santander  Ch$ 150,986  4.32% Annual 151,348 BCD 151,149
- | -
1
1 i
|
\ :
|
. t
.‘ ‘
L 1] ‘ :
[ 3 i
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Notes to the Consolidated Financial Statements
As of December 31, 2005 an_d 2004

. NOTE 9. AXED ASSETS

The compasition of these s as follows:

2005 2004

item
' ) ThChs ' Thih$
Land 33,363,944 33,137,544
Land 33,363,944 33,137,544
Buildiﬁgs ard infrastructure 432,112,232 484,378,525
* Gross value - 963,370,439 949.5_34.119
Accumulated deprediation {476,258,207) (465,155,594) '
Machinery and equip 63,607,302 58,927,508
 Gross value 109,911,748 108,319,385
Accumulated depreciation (46,304,445) ° (39,391,817
Other fixed assets 2,975,960 5,424,415
Gross value 19,685,877 18,720,671
Accumnulated depreciation {16,709.117) (13,596,276)
incremental value technical appraisal, net 4.370,927 4,320,834
Incremental value technical appraisal land 5,404,013 £,404.013
Incrementai value distribution networks 1,463,393 1,515,741
Accurnulated depreciation (1,459,207} $1,511,258)
Lower appraisal value technical main sewers (364,726) ' (364,727)
Accumulated depreciation 245,980 233,165
Lower appraisal value technical civil works {1,248,825) {1.249,041)
Accumulated depreciation 391,165 369,502
Lower appraisal value technical machinery and equipment {436,445} (439,378)
Accumulated depreciation 374,579 362,817
Total net {ixed assets 591,430,365 595,888,826




o : Notes to the- Consolldated Financial Statements
' 1 As or December 31, 2005 and 2004

Depreciation for the year ' N
As of Decernber 31, 2005 and 2004, the charge for depreciation of fixed assets to Income s a5 follows
|

' 2005 . 2004
ThChs . ThChS

Depreciation in: i '

Cost of sales - ) 30, 337 665 . 30,655,768

Administrative and selling expenses . . 2 sas.sau 2,793,795

Total 32,986,595 | 33,449,563

Aguas Andinas 5.A. has seventy-tive plots of land that were transferred free of charge by the Chilellan State a1'1d are booked at & value
of Ch3 1 each. There are also fixed assets with an expired accounting useful life and are therefore shown valued at Ch$ 1 even though
they are still in operatiun.‘ Furthermore, there are amounts which are contributions from third par:ties and these are governed under
Decree Law 70 of 1988 of the Ministry of Public Works and by the provisions of dlause 36 of D.5. MINECON Regulation 453 of 1929,
These are explained in Note 33, :

In 1989 and in accordance with Transitory Clause 3 of Decree Law 382 of 1988, the Generat Law on Sanmnon Services, Aguas Cordillera
S.A. removed from its accounts all assets financed by third parties and Chilean state assets.

As a result of the application of this regulation, the Company maimains # physical control over those asseu but the calculations of
the price-level restatement and depreciation of these assets do not afect its financial statements in any way. It carries out this off-
the-books control 23 these assets form part of the sanitation infrastructure that it has to operate and maintain.

Leasing ‘
For Aguas Andinas 5.A,, assets under financial leases were acquired from GTD Telesat 5,A. and shown in Other fixed assets, under an
agreement for a 48-month term and an amount of ThChs 61,182. I

For Aguas Cordillera 5.A., the assets under financial leases were acquired from Teletronic 5.A, and thown in Other fixed assets, under
an agreement for a 48-month term and an amaunt of ThChs 15,930, ) | -

NOTE 10. GOODWILL AND NEGATIVE GOODWILL I
As of December 31, 2005 and 2004, the balances of this account represent the differences between the a:ﬁuisitian value and the

proportional equity value of the scquired company sat the time of purchase, as follows: P !

|
|
| Goodwill |
. . 2008 ! 2004
‘ Amortization Balance Amortization Bafance
,Tex N Company for the year . goodwill for the year, goodwill
ThChs . ThChs - | ThChS ThChs$
. i ! .
61.808.000-5 Aguas Andinas 5.A. 21,502,944 ' 295,665,480 21,502,944 ¢ 317,168,424
'B0.311.300-9 Aguas Cordillera S.A. 3,755,892 54,773,424 3,755,892 ° 58,529,315
i 96.809.310-K Comercial Orbi 1 5.A. - 212,881 3,243,952 | 212,881 3,456,834
Total 25,471,717 353,682,856 25471717 379,154,573
[y f l
b .
1 . ‘
[ - ' *
| t
an |
. 1] ;
| . ;
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Notes to the Consolidated Financial Statements
As of December 31, 2005 and 2004

Negative goodwill

2005 . 2004 :
Balance Balance
- Amortization negative Amortization negative
Tax N Company " for the year goodwill for the year goodwill
ThChs ThChs Thhs
_ §7.538.200-4 Hidréulica Manquehue Ltda, 1.079 67 1.146
Total 1,079 &7 1,146
NOTE 11. INTANGIBLE ASSETS
The balances as of December 31, 2005 and 2004 of the restated costs of intangible assets (Note 2 n) are:
item : 2005 2004
- ThChS Thh$
Water rights 20,300,320 19,316,472
Leased water rights {1) ' 528,745 528,745
Easements 14,959,022 14,895,596
Other rights {2} . 6,744,402 6,744,802
Sub total 42,532,489 41,485,615
Accurmudated amortization water rights (3,397,219) (2,900,504}
Accumulazed amortization leased water rights {1} (24,750} {11,250}
Accurnulated amortization essements ;2,409,201) {2,035.611}
Accurnulated amortization other rights {2} {590,135) (419,022)
Sub total (5.421,306) (5,366.387)
Total net intangible assets 36,111,183 36,119,228
Amortlzation for the year in cost of sales:
Water rights ~ 496,712 - 488,832
Leased water rights 13,500 13,462
Easements ’ 373,592 387,345
Other rights 171,027 153,071
Total amertization 1,054,831 1,042,710

{(1)The rights to the use of water acquired under the tinancial leasing contract signed on March 14, 2003 for 3 period of 48 months

were registered as Intangible Assets. :

{2)Relate to the purchase of gratuitous rights to drinking water cansumption trom the Municipality of Sentiago, which are being

amortized over 40 years..

Aguas Andinas 5.A. has water rights to various natural sources, including Laguna Negra, Laguna Lo Encafiedo and Quebrada de Ramén,
which were acquired gratuitously and have no value on the books.
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{ As of December 31, 2005 and 2004

| :

The production of water supplies from various wells located in the Metropalitan Region for which Aguss lAndina:s S.A. and its subsidiaries

have the water rights concessions were granted to it gratuitausly by the Water Department of the'Minimy of Public Works.

NOT'E 12. OTHERS (ASSETS)

The detail of these is as follows

1. k
|

2004

: 2005 t
Thchs . ThChs.
i . l .. .
! Bond placement discount and issue costs (Note 23} 7633143 . B.497.485
' Advances on acquisitions fixed and intangible assets . 82:7,434 -
insurance premiums paid in advance } 4?8,245' ) 521,175
Retum of reimbursable contributions Kw/H 29‘6,915 - 353,925
‘ QOthers 442912 1,093,109
Total . 9,658,649 10,465,694

' NOTE 13, SHORT-TERM PORTION OF BORROWINGS F-ROM BANKS AND FINANGAL. INSTITUTIONS

-

" Included in this section are the loans that mature during the next twelve manths and the provis'ion for accrued interest on bank

borrowings classified as short term: !

! a} Short term i ! I .
, ' W.F. Non-indexed Ch$ Total
Tax N* Bank ' 2005 2004 2005 . 2004 2005 2004
T Ms M$ . M$ M$ ‘' MS M5
[97.036.000.K  Banco Santander - Santiago o .' - wie ! - : 16,370 -
197.004.000-5 Banco de Chile 10,181,495 - 10,048,567 . - 20,230,062 -
Yatal 10,181,495 - 10,064,737 1 - 10,246,232 -
! Principal outstanding 10,155,727 - 10,000,000 |- 20155727 . -
Average annual interest rate 0.95% 5.64% . '
| I '
. b) Long term, current portion . ' . . l
97.004.000-5 Banco de Chile - . - 91,007 53,987 - 91,007 53,967
97.036.000-K Banco Santander - Santiago - - 4,223_.665 108,1:19 , ' 4,1:23,666 108,119
97.006.000-6 Banco Crédito Inversiones 207,425 414,046 ) 1,951,556 30,894 2,158,981 444,940
X Total 207425 414,046 6,266,229 193,000 6A473,654 607,046
' . Principal outstanding 207.384 413,976 5.933,333 193,q00 6,140,717 606,976
Average annual interest rate 7.03% 4,08% 7.29% 417% - - -
1 - :
Perceniage in bocal currency 100% l
. -
|
} ‘
am !
[ L] ‘
i
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As of December 31, 2005 and 2004

NOTE 14. LONG TERM BORROWINGS FROM BANKS AND FINANCAL INSTITUTIONS

This heading covers bank loans dassified as long term. ’ .

Years to maturity -

Cuerency/ .

indeuation : Towllongteem  Ammudl  Totaflong teem
oM ¢ ek ot 1t 203 ELTH Over 10 atyear end Interest te t year end

. : Tahs TS ks ™hs TS - Average s

70060006 Banco Cridito ¢ knversiooes UF. ' 658
57.004.000-5 Banco de Chile Nonindered Ch§ 1,900,000 1,900,000 1,800,000 1,900,000 19,500,000 . 1H% 11,310,400
97036.000% Baoco Santander - Santisgo Mordindered (Y 4080000 4030000 12.246,000 - 10,400,000 a8 21,134,400
970320008 Banco BIVA NoHindexed Chf 8,066,667 BOsESE7 15133213 - 32,166,667 140% 37,606,500
Totales WSS WMEES 31D 1900000 5L 155,067 - mIsasH
Pereentage in Jocal turmency 100%

NOTE 15. BONDS PAYABLE

This heading covers the amounts owing under bond issues made by the subsidiaries Aguas Andinas 5.A. and Aguas Cordillera 5.A. on
the domestic market. :

Aguas Andinas 5.A.

This heading includes the balances due of bonds issued by the campany in september 2001, December 2002, May 2003 and December
2005 on the domestic market,

In September 2001, two series of bonds were issued: Series A far UF. 1.2 million fully repayable in September 2005 and Series B for
U.F. 1.8 million for a 21-year term with repayments carnmencing in 2008,

On October 10, 2002, the Superintendency of Securities and Insurance certified the registration of bonds for up to U.F. 10 millien, Of
this amount, Series C bonds were issued with a nominal value of WLF. 4.2 miflion and Series D with a nominal value of U.F. 5.8 million.
In December 2002, Series € bonds for W.F. 4.0 million were placed, with repayments starting in June 2005 and extending through ta
December 2010,

On May 7, 2003, the company placed Series D bonds on the domestic market and these were fully subscribed. This series has semi-
annual repayments starting on june 1, 2005.

On December 23, 2005, the Series E bonds were placed for U.F, 1.65 million, with repayment in June 2012,

The respective accrued interest is shown in short-term liabilities.

On December 9, 2005, the Superintendency of Securities and Insurance approved a new bond issue totaling U.F. 5.0 million, in order
to finance the prepayment of the Series D bonds and refinance other obligations of Aguas Andinas 5.A.

Aguas Cordillera S.A. ‘

Included here are the balancas outstanding of bonds issued by the company on the domestic market.

The short term shows all the debt outstanding torresponding to the Series B, C and E in accordance with the board resolution to
proceed with the redemption of all the bonds Series B and E on January 2, 2006,
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The respective interest accrued on these bonds as at the dase of each year is shown in Bonds Payatlile in current liabilities.
The bond issues made by the subsidiaries carry no special collateral other than a general lien over the assets of the company.
| The summary of these obligations at the end of sach year is as follows:

Bonds

|
I
|
Nominal - t
' lngription N oy 1 P Macpment
uj-de\ufmim phmd . Indexation interest  Final dmm(_ ) i Chlle
| of instrumant  Series outstanding  unit rate maturity Interest Frincpal 2005 2004 or abroad
. . Tchg ] | o TH
|
Bonds - current postion i 1 :
b BEMOS At - us,” S00%  T1002006 01092005 01092005 | . 1325 Chibe
6 BEMOS A2 . UF. 500%  DL002006 01092005  DLO9IN0S \ - 291,05 Chile
M BEMOS B1 .U E25%  G109M22  Sewheenusl  X08semiaenal | IR0 257,66 Chite
% BEMOS B2 '] A §25%  DILOO02  Sembanwal 2008 semi-annwal | 405,620 404,505  Chile
| 305 BAGUA C1 " IGEB67 Uk, 425%  OLI22010 Semiannwal 2005 semiannual lyomms  1os2m Chile
[ BAGUA C2 500,000 UE T 425%  OL122010  Semiarwal  005smisenual | S50z 41585 Chile
b3S BAGUA Di 1,655,173 U, 425% 0102003 04012006 O4.01X06 "zs,ussm , s hile
*s BAGLIA D2 3044827 Uf. 225% 01052009  Semianrmal 2005 semiannual  SETZ5TS8 11993635 Chile
14 SERIEA . 113 700%  OLIO200S  OLIOIN0S  OLI02005 . 981 Chile
154 SERIEB 5,008 UF. CTI0% | DLOT2006 2012006 G20Y.2006 Ly o me Chile
183 SERIE 2415 UF. §00%  O0LO12006 02017006 2012006 39,301 64718 Chite
e SERIED . UF. B00%  DIGA2007  OLI0JONS 1102005 ! . #5540 hile
W SERIE € 285,000 UE. 650% 03012009 02012006 02012006 |5,455,804 618,546 Chile
ns BAGUA £1 . UF. 400N OIOGI0N2  Semiaanual  Atmanxity ] . Chile
" Yota! curre povtion . 105500251 34,363,650
‘ :
Sorxds {long term)
' 266 BEMOS A . 113 600% 01093005  Sembannwal  Atmaturity - RITEM Chile
B BEMOS A2 . UF. 500% 01002006 Semimnual AL maturity i © 1800882 Chile
j 266 BEMOS®1 | 700,000 3 S25%  OL9MR  Semiannal  008semiannal 12582367 12558325 Chie
"6 BEMOS B2 1,100,000 UF. 625%  01.09.2022  Semi-aovwal 2008 semignncal 19772291 19734510 Chile
.30 BAGUA 1 666,656 113 A25%  OLIZIIG  Semiaencal  MOSsemianmal TISRLI00 14550384 Chite
I BAGUA Q2 2,000,000 113 425%  DLIZ20I0  Semiannual  200%semiannual  15,943620  '4ABS1,159 Chite
305 BAGUA D1 - UF. A25% LS Semianrudl  2005semiennal | . M5 - Chik
‘W TAGUA D2 - UF. 425%  DLDS2008  Semianranl 2005 semi-annual 1 - 5eA19865 Chite :
1154 SERED . . UF 200%  0107.2006 02012006 02.012006 | WL Chile
163 SEREC . . UE. GO0 OLOI200E  O201.006  GXDL006 | . 384,187 Chile
187 SERIED . UF. 600% 01042007 01302005 1102005 | - 1344617 Chile
1187 SERIE E - us 550% 01012009 02017006 0101006 l s Chite
05 BAGUA €1 1,650,000 Uk A00% 0106012 Semiannual Al mawity BEBAT . - Chile
 Total lang tarm 109,M45.915 206,686,713
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NOTE 16, ACCRUALS AND WRITE-OFFS

The detail of accruals as of December 31, 2005 and 2004 Is as follows:

Cutremt linbilities

Long-term liabilities

2005 2004 2005 2004

ThCh§ ThChs ThCh$ ThCh$
Services accrued 8,507,076 6,571,699 - -
Bonus {1} and profit sharing 3,047,303 3,135,593 - -
Severance payments (Note 17) 1,121,002 2,699,832 7,823,326 6,437,202
Accrued vacations 1,546,166 1.509,560 - -
Litigation pending 947,338 1,008,529 - -
Other personnel benefits : 62968 28,51 - .
Disposal of assets 213,922 221,623 - -
Projects rejected 162,377 168,223 - -
Others . T 45017 24,981 49,364 56,069
Total ' 15,654,179 15,364,761 7.872,6%0 6,493,272

{1} In the subsidiary Aguas Andinas 5.A., these are shown net of advances made during the years ended December 30, 2005 and 2004

for ThCh$ 224,693 and ThCh$ 201,155 respectively.

The amounts of write-offs are shown in Note 4 (Short and long term receivables), |

NOTE 17. SEVERANCE INDEMNITIES

As of December 31, 2005 and 2004, the movement in the accruals for severance indemnities (induding the short-term portion) is as

follows:
2005 2004 .
Thih$ ThChs
Opening batance * 8,819,511 9,465,812
Increase of provision 1,609,529 275,753
Payments for the year {1,840,164) {664,690}
Price-level restatement 355,442 260,160
8,544,338 9,137,035

Total .

The severance indemnities has been calculated in accordance with the explanation in Note 2 t).

The charge to income for these items, including the indemnities related to clause 161 of the Labor Code, as of December 31, 2005

and 2004 amount to ThChS 1,816,257 and Thehs$ BOS,974 respectively.
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NOTE 18. MINORITY INTEREST L .
|

The minority interest is as follows:

|
. Percentage of Minority interest ) "Minarity interest
! . minority interest in equity | in results ‘
! Name 2005 2004 . 2005 2004 . ' 2005 2004 .
" % % ThChS ThCh$ i Thih$ ThChS
) y - ! '
- Aguas Andinas 5.A. 48.79800  48.79800 186,426,823 191,709,749 l (37,059,4'85) [31,598,451)
+ Aguas Industriales del Norte S.A, 0.00000 °  40.00000 . - iss ) “13 551
i Aguas Los Dominicos 5.A. 0.05038 0.05038 3,469 3334 ‘ (346) {420)
Aguas Cordillera 5.A. 0.00001  0.00001 - _ 4 A n ,
; Total 186,432,298 191,713,246 | (37.059.820) (31,598,321)

|
|
"NOTE 19. MOVEMENT IN EQUITY ACCOUNTS 1

i In accordance with the deed modifying the distribution of profits dated June 14, 2005, the following was agréed upon: !
1

Profits distribution I \
Te distribute retained sarnings of ThCh$ 28,58E,355 in cash according 1o the propordonate shareholdings, and simuttaneously to both
_ partners {Ondeo Services Chile 5.A and Inversicnes Aguas del Gran Santiago §.A.). * I N
. . . . .

; In accordance with the deed modifying capital dated June 14, 2005, the foltowing was agreed uborj:
! -

- Increase in capital

Increase the capital of the Company by ThCh$ 19,151,583 by caprtahzmg the corresponding price Ievel res:atemenl‘

I
| Reduction in capital . | !

{ Reduce the Company’s capital by ThCh$ 24,558,390, capital then remaining at ThCh$ 468,751,177, The smount of the reduction was

. distributed by their percentage holdings in cash slmutuneously between the two partners (Ondeo Services Chrle 5.A. and Inversiones
Aguas del Gren Santiago $.A.). N i

The board meeting held on August 29, 2005 agreed to the followings: N { .
Dlstnbute an Interim dividend for ThCh$ 10,965,000 against the net income for 2005, This was paid srmultmenusty in cash, according to
+ their percenuge holdings and simuitaneously, to boath partners {Ondeo Services Chile 5.A. and Inversno;‘\es Aguas del Gran Santiago S.A).
+ During 2004, the Company was a limited partnership so the restatement of capital is shown on a separate hne in Shareholders equity.
On August 19, 2005, the Company was inscribed as a corporation in the Securities Register of the Supenmendency of Securities and
‘Insurance, with the number 912, and is subject to the regulatory autherity of that entity. |

. . H
As established in clause 10 of the Corporations Law 18,046, the proportional amount of the restatement of capital has been added
to Paid capital, this being divided at December 31, 2005 into 1,000.000,000 subscribed and paid shares.

183,

|

S |
| |

|
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The movement in shareholders’ equity of the Company during 2005 and 2004 s as follows:

2005 :
Reserve . .
- Paid - restatement Retained Interim Result
capital of capital eamings dividends for the year
ThChs . ThChS *  Thchs ThCh$ ThChs
QOpening balance | 474,157,984 19,151,592 ° 17,850,183 - 10,736,192
Distribution prior year's results - . 10,736,192 - { 10,736,192}
Final dividend previous year . - { 28,586,355} - -
Capitalization reserves and or earnings 19,151,592 {19,151,592) - - -
Capital reduction 124,558,390 - - - .
Restatement of capital 17,120,626 - 285,864 { 164,475) -
Interim dividends - . . { 10,965,000) -
Result for the year . - - - 17,103,981
Ciosing balance 485,871,812 - 285,804 {11,129,475) 17,103,981
_2094
Reserve *
Paid restatement Retained Interim Rasult
capital of capital ‘earnings dividends for the year
ThChs ThChs ThCh$ ThChs : ThCh$
Opening balance 474,157,584 7,119,651 8,032,626 - 9,382,187
_ Distribution prior year's results - To. 9,382,187 - (9,382.187)
Final dividend previous year L ’ - - - -
Restatement of capital L. 12,031,941 '435,370 - . -
Result for the year - - - - 10,736,192
Closing balance 474,157,984 19,151,592 17,850,182 ‘- 10,736,192
Restated balances 491,227,671 19,841,049 18,492,750 - 11,122,695
Number of shares. e
N° of shares N’ of shares N <;f shares '
Series subscribed paid with voting rights
Only 1,000,000,000 1,000,000,000 1,000,000,000
~ -
ug
e
184




Series’ ! : Subscribed capital
' . Thhs ThChs
. I
ony ' ' : 485 871,812 485,871,812
 NOTE 20. OTHER NON-OPERATING INCOME AND EXPENSES ‘ | '
The details of other non-operating income and expenses as of December 31, 2005 and 2004 is as f::llows: .l
. . zims 2004
ThChs ThCh$
Otrher non-operating income -
" Income from agreements and others {1} . 867,232 . 2,760,750
Services to third parties (2) . ' 1,5?5.013 1 2,006,570
Fines on suppliers and contractors (3} . 1,133,154 , 634,735
" Gain on fixed asset sales (4) : . aseasa 841,478
© Services to customners : . 292,245 443,652
Property rentals . 25‘2.494 263,982
; Insurance ctaim . . 8,380 58,800
" Refund social security cantributions ' ) 24,952 71,253
Recogmtlon of expared oblngatlons ' 1?.602 | -
01hen 131,289 108,410
Total other income - ' 5,868,885 7,189,630
, - : '
Other non-operating expenses. * | '
| Donations 10:].962 , . Y5392 .
Projects discontinued . . 29,649 ! 115,907
iAsset shortages ' . 16;,285 1 143,445
Fines _ | o58 6167
‘Sales of materials . ) . 2:I,917 ' 273,226 .
Ouvscleta materials 188,797 -
Preparation of projects ! 1 962 -
"Others ‘ag.142 16,711
Total other expenses 558,670 660,848

'

|
|
- |
l
i

Notes to the Consolidated Financial Statements
I” As of December 31, 2005 and 2004

A
Capital (amount - ThChS) 1
|

Paid capital

(1) Mainly relate 1o agreements signed with property developers under which Aguas Andinas S.A..IAguas Cordillera S.A. and Aguas.
| Manquehue S.A. are obligated to add certain areas to their concession zones and to provide t’hé public sanitation services in the

indefinitety, |

{2) Services for third parties relates to those services assotiated with the business, mainly englneermg services. |

{3} Includes a transaction with Degremont for discrepancies in the application and interpretation nr the L» Farfana treatment plant .

construction and operation contract.
{4) Includes income from the expropriation of land. L
|
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NOTE 21. PRICE-LEVEL RESTATEMENTS

The detalls of price-level restatement, calculated as stated in Note 2 ¢), are the following:

Indexation 2005 ' . 2004
unit . ThChs ThChs
Assets {charges} / credits .
Inventories CPL 48,940 38,499
Fixed assets CPA 20,630,843 14,708,904
| Goodwill . CPI 13,175,119 9,868,832
| Other monetary assets . CPA, 1,178,989 106,021
' Intangible assets CP.I 1,287,829 980,960
Cther non-monetary assets <P 515,354 795,782 -
Gther monetary assets . U.F, 199,010 30,304
I Accounts receivable related companies C.P.l 66 ' Co-
| Other non-monetary assets U.F. 92,946 47,828
Expense & cost accounts CPl 2,248,893 1,555,617
Total credits 39,377,989 28,132,747
Uiabllities (charges) / credits
Shareholders' equity CPl {17.242,015) (12.916,125)
Minarity interest . CPlL {5,272,889) {3,885,259)
Bonds payable WF. {7.801,226) {5.486,180)
Notes payable UF. {663,499) {425,421)
Borrowings from banks UF. - (17,098) . {20,928}
Monetary liabilities U.F. {448,953) {242,751)
Manetary liabilities C.rI, (599,097} {306,122)
Non-monetary liabilities CP.1. {166,286) (103,889)
Non-monetary liabilities U.F. (163.456) {167,253)
Income accounts TPl (5,333,248) - {3,544,430)
' Total {charges) . {37.707,773) (27,098,358}
Gain for price-level restataments - 1,670,214 1,034,389
an
an
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i
NOTE 22, EXCHANGE DIFFERENCES i
, . . : |
The exchange ditferences during the years ended December 31, 2005 and 2004 were as follows: |

| B ‘ Currency |200s 2004°

ThChS ThCh$
. Assets {charges) / credits ’ L '
Cash and banks . Dollar {5,082) {1,047}
{ Cash and banks Euros . ! 232 6717
" Other assets . . Doltar (2.969) {351)
o : . Other assets :  Eures 1 (316) ’ 149
¥ ' Inventories Dollar, 20,548 . sed
: Inventories : A Euros 1,984 ann -
.| Accounts receivable Dollar - . | 875 | -
Total credits 15,272 - 2.02%
. Liabilities {charges) /credits o ! E
! Accounts payable , Dollar : I‘I.BGB . 3,917
. Ageounts payable . : Euros - . (2.974) . €2139)
, Sundry creditors Dollar - {856)
. Other liabilities Dollar 337 1,169
i . Other liabilities . Euros - 3,152 - - 750
"4 Total credits : L © 2483 . 2,891
i Gain from exchange differences i 17,755 4,910

NOTE 23. SHARE AND BOND ISSUE AND PLACEMENT COSTS E ) '

Bond issue and placement costs |
During the months of September 2001, December 2002, May 2003 and December 2005, the Company issued and pta'ced bonds on the
,  domiestic market, In accordance with Circular 1,370 of the Superintendency of Securities and insurm:‘r:e. the issue and placement costs
! relating to ¢redit-rating agendies, stamp tax and other general expenses were capitalized. These expenses are recorded in Other Assets

and are broken down as follows: ) .

* } Years ., Gross capitalized costs
. Bonds for . 2005 ! . 2004
. ! ) ' amertization . ThChs Thchs
T :

Series A ’ 5 . | - 354513
| Series8 _ b3 531769 531,769
Series C ) : 8 1258333 - 1,258,333
 seriesD .o 6 - 2600393 ' - 2,600,393
" seriesE ; 65 , L nTes7 -
PY ’ { Totat 4,508,152 4,745,008

' S
. The Series A bonds were prepaid during September 2005, 5o the balance of the capitalized costs at t‘hat_dne was charged to income
for 2005, I : :

li
|
*.
|
|
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NOTE 24. STATEMENT OF CASH FLOWS

In the Statement of cash flows, cash equivalents consist of financial investments, including time deposits, mark!tl.ble securities and
purchase/sale agreements with terms of bess than 90 days from thelr investment dates. The detail of the balance of cash and cash
equivalents are as follows:

2005 2004
ThChs . ThChS
Cash and banks - 416,130 + 129,589
Time depasits . 400,832 37,593,369
Marketable securities {mutusl tunds) 2,143,074 1,721,146
Otrher current assets (Note 7} {Instruments of Central Bank ot Chlle) 21,054,268 1,617,422
Balance of cash & cash equivalents 24,014,304 41,061,526 -

Financing cash flow:

The financing cash flows generated in 2005 and 2004 under the heading of Other sources of finance, represent the tollection of
reimbursable financing contributions from customers, according to current legislation (Decree Law N° 70 of 1988} ’
The item Bonds payable shows the funds reserved for prepaying the whole of the Series B, D and € bonds which are in the possession
of the bank halding the bonds in accordance with the bond prepayment dause and the bozrd resolution to prepay all these bonds
as from January 2, 2006,

The item Other financing disbursements shows the prepayments of promissory notes issued for reimbursable financing contributions
at more than a 10 of more -year term. ‘

The item Other financing disbursements shows dividend payments made by Aguas Andinas 5.A. to its minority shareholders.
Investment activities committing future cash flows for the subsidiaries relate to construction works whose amounts as of December
31, 2095 and 2004 were ThCh$ 14,523,382 and ThCh$ 18,181,643 respectively.

NOTE 25. DERIVATIVE CONTRACTS

As of December 31, 2005, the Company has derivative contracts with financial institutions for hedging exchange rate risks according
to the following detalls. These have been valued in accordance with the criteria deseribed in Note 2 5),

Contract desripty
Purchase Entry or transaction Aot Actoxmts affectad

Kindof  Contraq Maturity Sale orened of entry Asset Aizbity EHect on restets
Derivative tontradt - value e Specx item. position  Name Amourtt tovered Name Amount  Realized  Uncealized
Th(hs Thh§ ToChd Thks

] COPE 352638 bt Quarter 2006 Echange rate P Hotes & acm

Payble to

related ccs. 10,008 M0k Forward ety 344,003 - 6,005

R CCFE 231132 htQuarter 2006 Exchangerate ] Motes & aits.

' payable ta .

" related oo m.0M mm Forward asset M3 - 28

L]

1
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1 NOTE 26. CONTINGENCIES AND RESTRICHIONS : '
1 e T .
i | @) Direct gusrantees I '
. . The subsidiaries have given performance bonds and guarantee policies to third parties for ThChs 13,717,089 and ThCh$ 10,542,333
s Ill * as of December 31, 2005 and 2004 respectively, as shown in the 1able. { | |
"\ b) Lawsuits pending )
{ The following are the principal | its of the consolidated group companies: |
: 1

, Court: 15® Civil Court of Santiago; Case file: 1337.1996

Aguas Andinas 5.A. was sued by a private individual for not having been able to explont mining deposlts on land that was exptoprmed
. . by the Treasury for the construction of the El Yeso reservoir, At the time of the expropriation, Aguas Andlnas S.A. was not the owner
- af the reservoir as this was transferred to it in 1990, The amount is not determined. Judgment in the first mstnnce ordered the Treasury
. , to indemnify the plaintitf and the demand against Aguas Andinas S.A. was dismissed. The Treasury has appeated against this decision,
Court 11* Civil Court of Santiago; Case file: 5716-1999 ;
Aguas Andinas 5.A. was sued severally by 8 gas company for damages to 2 pipeline made by a connrucuon company. Agues Andinas
IS allages that it has no responsibility in this incident as it has no reiationship whatsoever with the cause of lhe damage, The amount
demanded is ThCh$ 85,816, plus indexation and interest. Sentence has been passed at the first mstan:e rejecting the suit against Aguas
. : ! Andinas $.A. accepting only 8 part of the suit against the constructlon company for a far lower flgure The gas company has appealed
and asked that the suit be entirely accepted, also ageinst Aguas Andinas 5.A |
\  Court: 4 Civil Court of Santiage; Case file: 2235-2001 | ‘
VA company sued Aguas Andinas 5.A. alleging that it had occupled its property without nuthonzatuon fof the construction of the El
I Trebal Treatment Plant. Aguas Andinas S.A. alleges that it obtained the easements from third pames The amount of the demand is
i not determined as no indemnity has been sought, only the return of the land. Judgment in ¢avor n! Aguas Ardinas 5.A. was given in |
: 1 the first instance, rejecting the suit and with costs. The plaintiff has appealed against thls;uclgrnemi
A ! .
. ' Court: 29™ Civil Court of Santiago; Case file: 1400-2001 ' ! »
| An individual sued Aguas Andinas 5.A. alleging having suffered enormous damage on the sale of 8.1 hectares of land for the construction _
of part of the £l Trebal Plant. Aguas Andinas 5.A. claims to have paid a fair price. The amount sough‘t is approximately ThCh$ 120,000,
Judgmem in the first instance rejected the suit, The plaintiff has appealed, |
. | '
Cuurt: 4™ Givil Caurt of Santiago; Case file: 169-2003 ) - ! -
) A company sued Aguas Andinas S.A. seeking the absolute nullity of Sociedad Gestién y Servicios S.A‘. in which Aguas Andinas 5.A. has
. 3 1% shareholding. I
, Final sentence was given on March 2, 2005 denymg the suit 2nd condemning the plaintiff to pay the costs. The plamtrff has appealed.

! . '

ert' 11* Givil Court of Santiago; Case file: 3541-2004 ;

Aguas Andinas 5.A. was sued for the payment of an indemnity for extracontractual liability tor enwronmenul darnage in breach of
tLaw N® 19,300, it is claimed that the failure to arrive at a prompt and adeguate solution to the emlssnon of bad odors from the Santiage
Paniente Plant and subsequently from the La Farfana Plant, caused the prolonged suffering or moral damage to the neighbors, in
'addition to enarmous financial damage as a result of the drog in the value of their properties, Amount involved: U.F, 506,554, Current
. . status: First instance - discussion period. Exceptions were presented in order to cormect lrregulantles in the suit and in the procedure
: . © ‘that led to the damages under Law 19,300, There is a moderate possibility of success in this case as the sult lacks a solid foundatian,

B In any case, the resuft will depend on the proof of damages submitted. The process has not yet commenced
'

H
1 .
| !
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Court: 19* Clvil Court of Santiago; Case file: 2632-2004 .
A private individual is requesting the reversal of the sale of some water rights to Aguas Andinas S.A. through a third party, sustalning
that such sale violated his rights. He is demanding the restitution of the water rights that were acquired for U.F. 5,525. The evidence
stage is pending. Accordmg to infarmation at hand, this suit will not be successful,

\
11* Civil Court of Santiago: Case N® 13.214-2004
Aguas Andinas 5.A, was sued for damages and extra-contractual fiability for environmental damage, an offense under Law 19,300. kt
is claimed that the failure to arrive at a prompt and adequate solution to the emission of bad odors from the Santiago Poniente Plants
and subsequently from the La Farfana Plant, caused the prolonged suffering or moral damage to the neighbors, in additlon t0 an
enormous financial damage as a result of the drop in the value of plaintiffs’ properties.
Amount demanded: U.F. 492,604 plus indexation and Interest. Current status: First instance - discussion penod Exceptlons were
presented in order to correct irregularitles in the suit and in the procedure that led to the damages under Law 19,300, There is a
moderate possibility of success; the resuit will depend on the proof of damages submitted. The court process has not yet commenced.

18* Civil Court of Santiago; Case N* 322-2005

Aguas Andinas 5.A, was sued for technical faults and defects at the La Farfana Sewage Plant, causing bad odors that have affected
the physical and psychological hesith of the neighbors. ' .

Amount demanded: ThCh$ 3,850,000 plus Indexation and interest. * -

1t is believed that it is improbable that damage can be shown to have affected or put at risk the psychological or physical health of
the plaintiffs from the bad oders. Even so, the success of the demand will depend on the evidence. The proceadings have not yet
begun.

Court: 15t Labor Court of Santiago: Case N* 5901-2005

Aguas Andinas S.A. was sued subsidiarlally for damages as a result of an accident and the death of 4 workers,
Amount demanded: ThCh$ 2,400,000

State of the case: Discussion period. ,

Estimated outcome: Impossibie to determine.

Case N* £693-99. 11™ Gvil Court of Santiago. D d for d ges made by 79 inhabitants of the district of Lo Bamechea conceming
supply prablems on October and November 1596, The demand is for ThCh$ 726,626, The Appeals Court accepted the Company’s appeal.
alleging the delaying exception of ineptitude of the opposing libel. The plaintitfs reformulated the demand. Discussion penod ending.
There are good probabilities that the Carnpany will win the case.

Case N° 1158-2002, 6™ Civil Court of Santiago. Demand for moral damages following dismissal for dishonesty by a former employee
of the Company, which was declared as unjustified by the Supreme Court. Demand ThCh$ 140,000. State: sentence favorable to the
Company. The plaintifl presented an appeal. 1t is probable that the court will confirm the judgment in the first instance.
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Notes to. the Consolldated Financial Statements
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| .
Arbitration. Arbitration proceedings conceming the agreement signed on November 10, 1580 before the notary Raul Undurraga Leso,
1t is sought that the Company design and construct & device for supplying 30 liters per second at the foot of the La Dehesa Dam,
Amount of approximatety U.f. 30,000. State: demand recently notified.

+ Case N° 2829-2003, 7* Civil Court of Santiago. Claim against Resolution 1154 of May 19, 2003 that applied a fine of 26 U.T.M, concerning
discharges from the Los Trapenses sewage treatment plant on July 16, 2002 that exceeded the 1, 000 feul collforms limit for every

. . |
, Case N* 1134-2004, T Chvil Court of Santiago. Non-compliance with written orders and instruction oflthe Superintendency of Sanitation
' Services {5455), by not sending on time information for the *sewage treatment coverage" and "drinking water production® process,

. Case N° 1189-2004, 19% (ivil Court of Santiago B

Claim of fine for non<ompliance of the written orders and instruction of the snss by not sending on nme information for the "sewage
, treatment coverage” and *drinking water production® process. ‘ . )

Resolution 426 of February 9, 2004 for 10 U.T.A. State: Sentence unfavorable; appeal made. * [ )

T‘he subsidiaries are parties to other more minor lawsuits brought by and against them. |

Thl.' management, together with their legal advisers, consider that the above lawsuits will have no material effect on the financial

natemems Nevertheless, provisions have been made, as shown in Note 16,

|

. |
The subsidiaries Aguas Andinas 5.A. has the following restrictions and obfigations arising from the iﬁsuance of bonds on the domestic
U market: . Sl
\1.- Send to representative the bond-hoiders’ a copy of the quarterly and annually audlted unmnsolldated and consolidated financial
statemenu and of the subsidiaries registered with the Superintendency of Securities and Inmrunte, within the same time limits set
‘by the Superintendency of Securities and Insurance together with all the public information reponed 1o that Supenmendenqr
1.~ Record in its books any provisions for adverse contingencies that may arlse and which, in managemem'i opinion, should be reflected
in its own and/or its subtsidiaries’ financial statements. l
3. Maintain insurance coverage that reasonably protects Its assets including its main offices, bulldlngs, plants, office furniture and
.equipment and vehicles, in accordance with normal practices for similar businesses. | B
4.- The Company prarmises 10 ensure that its transactions with it subsidiaries and other related pames are carried out in equsuble
conditions similar to those nermally prevaiting in the market.
5.- Maintain a debt ratio no greater than 1.5:1, calculated on the figures in the consolidated and un:onsolldated balante sheets,
defined as the ratio of liabilities to shareholders’ equity. .. !
6.- The Company may not sell, assign or transfer essential assets {public- u'nllty concessions granted by the 5.1.5.% fnr Greater Santiago),
Iexcept for contributions or transfers of essential assets to subsidiary companies.

" ¢) Bond issue covenants

Aguas Andinas 5.A. has the following obligations and restrictions contained in loan agreements with several local banks:

1.- A debt ratio not greater than 1.5:1, calculated on the figures in the consolidated and unconsotidated balance sheets, defined as

the ratio of liabilities to shareholders’ equity. ' ?

2 Prohibition on the disposal or toss of title over essential assets except for contributions or transfers of essentnal assets to subsidiaries.

191 7
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.- Send to the different banks with which the Company has credit facilities, & copy of its quarterly and audited annual unconsolidated
and consolidated financal statements within a maximum of five days from the time they are sent to the Superintendemy of Securitles
and Insurance,

4.- Record in its books any provisions for adverse cantingencies that may arise snd which, in the manngement‘s opinion, should be

" reflected in the financial statements of the Company. . °

5.- Maintain insurance cover that reasonably protects its assets including its main offices, buildings, plamts, inventaries, office furniture
and equipment and vehicles, in accordance with normal practices for similar businesses,

6. Send a certificate issued by the general manager of the Company confirming compliance with the obligations assumed in the Ioan
agresment,

7.- Prohibition on the payment of dividends if there I3 a case of past due payments or delays in the payment of some loan instatment,
excapt for the obligatory minimum dividend.

8.- Maintain a financial expense coverage ratio of a1 least 3:1 calculated on the figures in the consolidated and unconsolidated balance -

shests, defined as the ratio between operating income plus deprediation and amortization of mtangible assets for the year, divided
by finandial expenses. “

9.. Prohibition on the liquidation or dissolution of the Company, its operations or the business in which It engages; or to paniapnte

in any action or contract with the purpose of creating a merger or & consolidation, en:ept in the case of a merger with its current
subsidiaries. .

10.» The Company promises to ensure that its transactions with its subsidiaries and other related parties are carried out in equitable
conditions similar to those normally prevailing in the market.

N .

Aguas Cordillera 5.4. has the following covenants relating ta its bond issues on the domestic market: ’ :

1.- Send to the bond-holders’ representative a copy of any material information as required by the Superintendency of Securities and
Insurance. ! ' ’ .

2.- Notify the bond-holders’ representative of notifications of ordinary and extracrdinary shareholders® meetings.

3.- Not to invest in instruments issued by related parties nor carry out with them any operations outside the normal course of business,
on conditions that are more unfavorable to the issuer.

4.+ Inform the bond-holders’ representative about any reduction in its haldings in its subsidiaries of more than 5% of that capital and
any other reduction that means a loss of control of the company.

5.- Maintain a debt ratio, defined as short and long-term liabilities to shareholders’ equity, no greater than 1.5:1, In the case of the
consolidated fnnan(ial statements, the minority interest shall be considered as part of shareholders’ equity. The debt ratio will be
measured and calculated quarterly on the non-consolidated and consclidated f‘nanual statements, presented ln the form and within
the term required by the Superintendency of securities and Insurance.

6.- Maintain assets suitable for providing collateral, free of all liens, for at least 1.2 times the unsecured liebilities.

7.- Maintain insurance cover to reasonably protect its assets,

.- Make provisions for the adverse contingencies which the management ‘and/or the external auditors relieve should be reflected in
the financial statements.

9,-5end to the bond-holders' representative a ietter signed by the legal representative oonﬁrmmg compliance with the ratios stated.

10.-Use the funds as indicated in letter M of dause 6 of the bond issue indenture.

11.- Not to seil, assign or transfer operating assets that could significantly affect the productive capacity of the company, except for
transfers to subsidiaries.
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DIRECT GUARANTEES “ . éllan:q pending
' . . payment at year end
' Creditor Debtor « Relation Type of 2005 2004
gusrantes . ThChs " Thchs
|
. 5.1.55. Aguas Andinas 5.A. Subsidiary  Guarantee policy |  7.848,688 ) 7,101,424
\ Empresa de Ferrocarrifes Aguas Andinas _S.A. Subsidiary  Performance bond | 2,373 2,368
Enersis §.A, Aguas Andinas S.A, Subsidiary  Pertormance bond | 8,987 8,970
; L Municipalidad de Providencia  Aguas Andinas 5.A. Subsidiary  Perfarmance bond 20,258 33,262
L. Municipalidad de Las Condes *~  Aguas Andinas 5.A, ', Subsidiary Perfarmance band ¢ 1,000 1,036
| L Municipalidad de Santiago Aguas Andinass S.A, Subsidiary  Performancebond | ' 16,709 16,576
I. Municipalidad de Pedaflor Aguas Andinas 5.A. Sulsidiary  Performance bond ~ - 2]
| Serviu Metropoalitano ! Aguas Andinas 5.A. Subsidiary  Performance bond ‘1,501.."\05 -
! Direccién Regional de Vialidad Aguas Andinas 5.A, Subsidiary  Performance bond 2,18 8.605
bl Municipalidad de Vitacura Aguas Cordillera S.A. Subsidiary  Perfarmance bond l 35_.:135 35,878
I. Municipalidad de Lo Barnechea  Aguas Cordillera S.A. Subsidiary  Performance bond 6,429 4,485
' Enersis S.A, : Aguas Cordillera .4, Subsidiary  Performance bond | 1,063 1,076
S.1.S.5. Aguas Cordillera S.A, Subsidiary  Performance bond 1.656,367 852,433
! 5185, Aguas Cordillera 5.4, Subsidiary  Guarantee policy | 643,658 " 637,342
i+ 5.1.5.5, . Aguas Los Dominices S.A.  Subsidiary Performance bond | 253,497 252,988
| Conama Anam S.A. ' subsidiary  Performance bond | 53.613 10,427
\ Constructora Norte Sur 5.A, Aguas Andinas 5.4, Subsidinry. Performance bond I fM'I.SI 5 716,954
| |- Municipalidad de Las Condes Aguas Cordillera S.A. Subsidiery  Performance bond [ 1,500 3,626
5155, Aguas Manquehue 5.A. Subsidiary Performance bond | 372,097 37,350
15088, Aguas Manquehue S.4.  Subsidiary  Guarantee policy l 475,074 474,120
 Serviu Metropolitano Aguas Cordillera $.A, Subsidiary  Performance bond ” | 59,282 -
. Direccidn Obras Hidrdulicas Aguas Andinas 5.A, Subsidiary  Performance bond L 6,778 5,180
Direccion Nacional de Obras Aguas Andinas 5.A. Subsidiary  Performance bond 8,206 -
1 I. Municipalidad de Maipu « Aguas Andinas 5.A. Subsidiary Performance bond l 937 oo
- Poipaico S.A. Anam $.A. Subsidiary  Performance bond B 1,243
i Essat 5.A, Anam $.A, Subsidiary . Performance bond - 1,036
Esval S.A. Anam S.A, Subsidiary  Performance bond | - 1,794
+ Total | 13,717.08% 10,542,333
| .
I |
! : !
! i
'; | !
. | ,
| |
: [ 1] '
ER 1 '
|
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NOTE 27. GUARANTEES RECE/VED FROM THIRD PARTIES

As of December 31, 2005 and 2004, the Company has received documents in guarantee for ThCh$ 17,052,967 and ThCh$ 19,849,653
respectively, arising principally from works contracts with construction companies 1o guarantee full compliance wrth contracts, There
are also other guarantees to ensure the complnance of service and materials supply contracts for prompt provmon or delivery. -

The following is a detail of the more significnnt bank guarantees received 2s of December 31, 2005:

Mn-urity
Aguas Andinas 5.A. Amount date
Thchs
Contractor -
Navarrete y Diaz Cumsille Ing. Civ. 5.A, 97,468 3103/06
Jara Gumucio 5.A. 100,000 10/02/06
flenta Equipos Leasing 100,138 11/07/06
Constructora Belfi-BCF Ltda. 107,849 280207
~ Ingenierfa y Construccidn Vial y Vives Lida. 116,393 30/M06/06
Constructora CBA Ltda, 118,634 31112106
Ingenieria y Construccion Incolur Lida. 120,000 - 1503K6
Degrémont 5.4, Banque Francaise du Cemme 120,000 15/03106
Grech Corporation Chile 122,229 27/10/06
Compafiia Americans de Multiservicios S.A 136,954 ’ 31/05/06
Cornpafla Americana de Muitiservicios 5.A. 174,748 030507
Chilectra S.A. * 179,748 01/08/06
Constructora Vespucio Norte 5.A, . 215,698 30/06/06
Constructora Norte Sur S.A. 216,219 " 3008/06
ITT Sanitaire 224,541 301007
TT Sanitaire 224,541 28/02/06
Clarg, Vicufia Valenzuela 5.A, ' 233,424 150207
Claro, Vicufia Valenzuels 5.A. 254,053 . 30/06/06
KOM S.A, 269,612 100107
Jara Gumudio S.A. 289,394 20/07/06
Compaflia de Petrdlao de Chile 5.A. 302,243 22/03/06
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.
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. [ i ’
! - Maturity
v Aguas Andinas 5.4, - Amaunt date
it . . Thchs '
i, ' Contrattor -
i ' Comstructora Con-PaxS.A. - | 314,020 080906
Sacyr Chile S.A. . ) - 3|21.012 ! 26
| Necso Entrecannles' C. Chile 5.A. R .3|21,012 230106
! Cadagua S.A. ) ) 115817 110207
i Degrémont 5.A. Agenda en Chile ) ‘ 2,193,631 300807
Total ) 8,036752 |
v ‘ |
. : . l Maturity
£ | Aguas Cordlllera 5.A ! . - . Amount , , date
4 ) : ThChs
. { Lontractor 1 - *
i lcafa‘l Ingenieria y Construccion S.A. 2[56,450 - 3010507
Tt - Socovesa Ingenier(a y Construccidn 5.AL 1‘40,000 2702006
T Aca Agbar Construccion Ltda, ' s 107,723 l 25/05/06
. ' ) Ing_enieria y Constructora Oyarzdn y Moreno Ltda. ' %ss,'osv ' 17/07/06
. | Constructora Trébol Lida, ' . 71677 . 280207
" Ingenieria y Construccion MST 5.4, ) . :58,333 | 300407
i Constructora Casal S.A, L. §6.204 . 017207 '
Inlac SJEL : ?4068 1502107
' tnmobiliarfa Manguehue Oriente $.A, ?1,336 036406
* ' Degremont Ltda. ) 48351 05/01/07
i . Marcelino Carrasco Bahamondes y Cla. 4‘4.937 . 030507
. I Intac S5.A. i 3|9.503 o 01/0406
' Captagua ingenierfa. 5.4, . . L ' 38,547 i , 20R8N7
: . Sociedad Constructora Rupanco 5.A. 3:3.77;0 . 10107
Inmobiliaria y Constructora Nueva Pacifico Sur Ltda. : E AU 170807
; ' Captagua ingenieria, 5.5, ) v 260307
. Empresa Constructora Madelo $.A, 29,045 r 300906
" Inmohiliaria y Construccidn Mueva Pacifico Sur Ltda. 26,962 1‘ 010906
: : Adotfo Yudin Royo 24964 2000707
'@ " ! Ernst Welzel Tautz L 2911 0110616
. * fara Gumucio 5.4, o nna 300507
Total 1.249.534

1 ! t o .

|
|
_ i
| - o
T

' 4 Constructora y Comercial el Alpa S.A. 2.1.031 3010107
|
|
|
]




Notes to the Consolidated Financial Statements
- As of Decembér 31, 2005 and 2004

. Maturity
Agua Los Dominicos S.A. Amount dote .
) ThChs .
Contractor
Ingenieria Consultores Jlksociados Ltda. R 327 02/05/06
Servicios y Asesorlas Profesionales 5. A ’ 3,000 - T 30/06/08
D y T Ingenieria Ltda. 576 15/506
* Total | . . 3,903
l i ’ ‘ Maturity -
Agusas Manguehue 5.A. Amount - date
ThCh$
Contractor
Inmobiliaria y Constructora Nueva Pacifico Sur Ltda. ’ : 12,490 2301106 ’ .
ingenieria y Constructara Eugenio Diaz ’ ) £4,300 250106
Dalco Ingenieria Ltda, . 18,235 04/04/06
Inmobiliaria y Censtructora Nueva Pacifico Sur Lida. - . 6091 19/04/06
Dalco Ingenieria Lida. | . . 21,150 02/01/07
Ingenieria y Construct-lura Eugenio DHaz 27,552 255307
Empresa Constructora Olbertz Ltda, ) . ' 24,524 100757
Totat : | . 174,342
Maturity
Ecoriles S.A. - : Amount _ date |
) Thhs
Contractor
Sedexho Chile $.A, ) 1,200 2217106
TOTAL | . 1,200 .
Maturity .
Anam S.A, . Amount date
. ThChs$
Cantractor - .
Perkin Elmer Chile Ltda. ' 12,828 29005106
Totat | } 12,838 -

Gestion y Servicios S;A.
As of December 31, 2005 and 2004, the Society have not receive guarantees received from third parties,

NOTE 28. LOCAL AND FOREYGN CURRENCIES

The Company shows the following assets and liabilities in Jocal and foreign currency as of December 31, 2005 and 2004,
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1 . .
. . As of December 31, 2005 and 2004
v . f '
|
|
U
Assets |
| |
Amount Arnount
Heading ‘ Currency | 2005 2004
. *ThChs - ThChs

1
| Current assets |

Cash and banks ‘ Nor-indexed Ch$ 407,731 119,459
+ Cash and banks Dosiar 18,399 . 10,130
Marketable securities Non-indexed Ch$ 1,756,285 1,350,223
Trade accourits receivable * Non-indexed Ch$ 37, 119,423 31,530,871
Notes receivable Non-indexed Ch$ 334,652 743,927
Notes receivable Indexed Ch$ 656,152 841,321
Sundry debtors indexed Ch$ 74,022 70,937
Notes receivable related cos, Non-indexed Ch$ 21,927 21,602,338
Inventories Indexed Ch$ 932,61 1,380,802
Recoverable taxes ’ indexed Ch$ 455,893 2,504,493
Sundry debtors \ Euros I1 2N 2,299

. Prepaid expenses . indexed Ch$ o 46’4,485 320,222 .
Deferred taxes Indexed Ch$ 785,165 673,370
} Other current assets . Non-indexed Ch$ 21,08‘1,882 1,635,832
Other current assats _ indexed Ch$ . 1,094,850 : 1,745,937
. Sundry debtors Dellar :I,1?4 2,118
Sundry debtors Non-indexed Ch$ 6'2712'“2 802,342
- Titrve deposits : Nor-indexed Ch$ : 40?,832 37,593,369
Marketable securities Euros 38§.TBS ‘ 370,923
Prepaid expenses Non-indexed Ch$ . ‘5.647 .

‘ Fined assets | ) -

| Fixed assets . indexed Ch$ . 591.43?.355 595,888,826

i
Other assets ' |

' Goodwill Indexed Ch$ 353,682,856 | 378,154,573
- Negative goodwill ’ ‘ Indexed Ch$ (1,079} . {1,346)
Long-term debtors Non-indexed Ch$ roar026 © 2,159,110
| Long-term debtars © Indexed Ch$ 7,344,345 8,459,320
fnangible assets (nev) Indexed Ch} 36.1”'.183 o 36,119,228
Others Indexed Ch$ : " 8,971,358 10,383,343
' Others ) Nor-indexed Ch$ 687,291 82,351

' Total assets '
Non-indexed Chs 69,129,338 97,619,622
Dollar 9.573 12,248
Indexed ChS 1,002,002,280 1,037.341,226
. ) . Euros 388,080 373,222
|
um ]
[ 1]
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Current liabilities
Up to 90 days 50 days to 1 yeer
1005 2004 2008 1004
Average annual Avarage sonupl Average annusl Average snnual
Arount Currency Amount  imterest rate Amount  interest rate Amount [nterestate  Amount  interest rata
Thehs % Thehg % ThehS % Thehs %
Bonds payable - curent portion  Indexed Ch§ 93,512,041 (%] 2,158,088 559 §1.983210 42X 32205565 an
Borrowings trom banks ’
cutrent portion Indexed (h$ 10,131,695 - - - . - -
Accounts payable Movindexsd Ch§  17,792.409 . 15,230,072 ' - . .
Acounts payable . Indexed Ch$ 1,348 122,25 - . . .
Accounts payable EFuros 7,430 6033 - - . -
Agtounts payable Dollar 3.7 125,201 . .
Notes payable Indexed Chi 55,706 800 W0 548 307,123 180 4154 595
Sundiry creditons Norndezed (hi 65,55 - A% 57,693 . 79,0% -
Sundry gediton Indexed Ch§ 584,214 43 9,278 26109 434 38243 .
Provisions Non-indexed Ch§ 1,542,626 - 15,347,690 . 4,040,070 - . .
Withhokdings Mon-indexed Ché 6,632,001 S R E . -
tncome tax Nor-indexed Ch§ 999,254 - - 360,542 - -
MNotes and accounts payable rel, ot Nor-indexed Chy - - 5.869.419 - - -
Unearned income Indexed (h} 810,455 - man 230965 238,925 -
Unearned income Nonindexed Ch 410,190 11,267 - - -
Provisions Indexed Ch§ 67,706 - um - am . .
Borowings from banks S/T portion  Nonsindexed Ch§ - - 607,046 47 6,266,229 12 - -
Other Dabiities Nor-indexed Chd 1,634 - 12406 . - - -
Notes and accounts payable rel cos. Euros 1491518 - 929915 - - -
Netss and sczounts payable rel eos. Indexed (d 1,107,345 1156098 . 1,287,654 1,468,084
Notes payable Non-indexed ChS ALE61 - - 8243 . -
Bormowings from banks 7 portion Hon-ndexed Ch 10064737 . 5.6 . - -
Borrowings trom banks §T porion indexed ch$ . - 207425 203 .
Total correnit llabiities |
| Indexed Ch§ 107,548,227 4,516,365 14,204 853 39,080,361
| Nonindened Chy 47,591,102 42431504 IR A%
| Euros 1,500,948 999,249 - .
| Dollar m,mn 185201 -
as
.
l -
.




As of December 31, 2005 and 2004

|
|
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y
. !
Long-term liabilities 2005 |

. 1to 3 yesrs Jto§yeans § 1o 10 years Over 10 yeans
" . © hverage interarst Average intererst Average interemnt Average interert
| Actount Currency Amount e Amount n Amant | cnt o Amont ate
. ehe % Thehs [ TheS % . Thas %
| - | '
, Bormowings from banks | P2
 and fimancial esttrions indexed Chy 2,083,335 1% nmam tF.] 1,500,000 !‘ 140 .
Bonds payable ndexed Ch$ . 14,175,158 2 saeEn A3 366007 i W nmisa 6X
Nates payable ndesdCh§ 473509 652 o 5 12046581 L% T I E R S 1)
| Sundry craditors IndexedCh§ | SB2S3Y au 496954 . 517674 | RIS o .
Accrush ' indexed Chs 2024 - 1200 . 7.1 TS .
' Defermed taxes indexed Ch§ TS . 221 . 1,060,547 \ < s -
' Qther long-tenm Kabliies Indlexsd Chs 43029 828 12617 160 303 . ae . . -
", Total lorg-term liabifities . i ]

1 indexed Ch$ 54,755,395 59,091,015 54,039,439 | t
- - —

. o . 1
Long-term liabiities 2004 '

'
150 years 1io S pears 5 iwm } Over 10 years
) ' . Average Intererst Average intererst Average intererst Average intererst
! Account Currency Amount rate Amount Aw  Amumt | mte | Amount nte
Thehs % Thehs % ™ | % THeh %
i | .
) Bonds payable indexed CH B6.934,178 4D TeISisE A3 L RSTIM | 4% Konse 65
i Notes payabie Indexed ChY M0 11 o T30 0TT S 12051687 406
| Sondry redion ndeed Cht 7w S o : e | . '
| Accrusk Indexed €S ng6a . 1468 . s | . 5504784
, Deferred taxes Indexed Chg 679,581 - <17 B sseaz | 1352041 -
Othes long-term lisbilities indexed kS 691,478 552 192,770 69% 33377 | 651 .
Borrowings from banks , |
" and financia! institutions Indexed ChS 10.906.268 17 19104693 ) e | ass -
* Total long-teem liabilities . [ !
oo indexed Cht 111,138,233 . WIS - szoser | - aggs5es0 .
. !
* 1V ‘
i |
I
. . : .
\ .
: |
] i
I
‘ .
| i |
. |
? [ 1] l :
[ ] ]




NOTE 29. SANCTIONS |

Inversiones Aguas Metropolitanas 5.A,

a) Superintendency of Securities and Insurance
Neither the Company o subsidiaries, nor their directors or executives, were sanctioned during the periods covered by the financial

statements.
b) Other administrative authorities

Aguas Andinas SA, . . .
2005 *

i) The Superintendency of $anitation Services applied the following fine:

By Resolution 5155 ZBQT 2005, it applied a fine of 25 U.T.A., paid on December 30, 2005, for the non-compliance with number & of
Chapter VIl of the Invoicing Manual.

By its Resolution 5155 710~2005 it applied a fine for non-compliance with written instructions given by the Superintendency in its
Official Letter N® 1908 and in Chapter X1 of the Inveiting Manual. Amount payable 40 "U.T.A.* {*Annual Tax Units" - an official
monetary unit). State of the case: awaiting judgment, Estimated resutt: it is intended to obtain a reduction in the fine.

ii) The COREMA RM {regional environmental authority} applies 2 fine of 300 U.T.M. {monthly tax units) by its Resolution 0692005 of
february 17, 2005, &s a result of bad odars emanating from the La Farfana treatment plant. 10% of the fine was paid to initiate an

. appeal in the courts. The summary judgment of the fine appeal was made before the 27" Civil Court of Santiago, case N* 6857-2005,

which is at the evidence stage.

2004
i) The Superlmendenciy of Sanitation Services {5I55) applied the following fines:
By Resolution 415 dated February 9, 2004, the StSS fined the Company for not complying with wriﬂen orders and instructions to remit,

. within the establuhed term, information for the “Cover of the trestment of sewage” and Product:on of drinking water” processes.

A surmmary complalnt judgment took place in the 29* Civil Court of Santiago {case file N* 1189. 2004) State of the case: demand
rejected in the first mstame Appea! made, The amount of the sanction is 30 Annual Taxation Units (U.T. A).

The Company was sancuoned when the 5155 detected a failure to comply with the parameters established on fecal coliferms during
2 self-evaluation tamect out during the second quarter of the year 2003 at the Paine sewage treatment plant. A summary complaint
judgment ook plnce in the 29" Civil Court of Santiago {case file: 1434-2004), In the second instance stage, the appeal against the
sanction is pending, The amount of the sanction is 26 Annua! Taxation Units (U.T.A.).

By SISS Resolution 2796. the Company was fined for not complying with written orders and instructions issued by the SISS under Official
Memoranda N* 1207 and 1456. A summary complaint judgment took place in the 29 Civil Court of Santiago {Case file: 11263 2004).
Fhe amount of the sanmon is 100 Annual Taxation Units (U.T.A.). Judgment has been given and the SI55 has withdrawn the fine.

By $155 Resolution 2858 the Company was fined for not complying with written orders and instructions issued by the $IS5 under
Official Memorandum 2774 and included in the development plan for Curacavl. A summary complaint judgment took place in the
29™ Civil Court of Santiago (Case file: 11711-2004). The case is in the sentencing period, The amount of the sanction is 51 Annual

Taxation WUnits (U .T.}\.)_

_Notes to the Consolidated Financial Statements
As of December 31, 2005 and 2004




On October 20, 2004, the IS5 instructed Aguas Andinas 5.4, to suspend customer billings for uwage'treaunent at the La Farfana Plant
, due to an alleged breach of comp[ianne with the Environmental Rating Resolution for that plant and in accordance with SIS Ordinance
690404 on the handling of sludge The impact of this suspension cavered t.he period between October 20 and November 20, which
, resulted in 8 loss of revenues amounting to approximately Ch$2,325 million. A »
' i) SESMA applied the following fines: t
‘ By its Resalution 5180 of December 15, 2003, a fine of 1,000 U.T.M. (Monthly Taxation Units) was applled due to bad odors emanating
from the La Farfana plant. The fine was paid in order to be able to bring & daim before the oourts. This was presented to the 17
, Civil Court of Santiage (Case N* 2999.2004). State of the case: awaiting start of evidence stage. ~ 1
By its Resolution 4838 of October 19, 2004, confirmed by Resolution 782 of February 2, 2005, SESMA. the natnonai en\nronmenul
, authority, tined the Company with 2,000 Monthly Taxation Units {U.T.M.) tor breach of Law 144I51 issued by the Ministry of Health,
which sets standards for avoiding atmospheric emanations or contaminants of any klnd The fine wns pmd I order to bring a claim
. befGre the court, This was presented to the 17* Civil Court of Santiago (Case N° 4566-2005). State of the case; mdence stage pending.

1
A lii) The COREMA RM (reglunal environmental aushority) fined the Company on May 28, 2004 (Rewlut:un 177) with 1,000 Monthly

! Taxation Units {L.T.M.} for bad odors emanating trom the La Farfana Plant. 5% of the fine was dury pmd In order to commence an
V appeal through the law courts {28th Civil Court of Santiago - Case N® 6593-2004), State of the case: in the evidence stage.

| Aguas Cordillera S.A. ! I '
, By Resolution 425 dated February 9, 2004 the Superintendency of Sanitation Services fined the Company for not complying with its
wwrmen arders and instructions 1o remit, within the established term, information on the “Cover of the treatment of sewage” and
i “Production of drinking water progesses. |

. This fine it being appealed by the Campany in the 4™ Civil Court of Santiago (Case File N°1195- 2004). Currem status: Unfavorable
| sentence; nppeoled agamn. | 1

. The Superintendency of Sanitation Services fined the Company under its Resolutlon 2734 for not comp!ynng with its written orders
}comamed in Offical Memorandum 2774 and in the development plan, .

| This fine is being appealed by the Company in the 28" Civil Court of Santiago [Case File N° 11,128). Currem. status! Unfavorable sentence; .
appealed against. | . 1 .

Aguas Manquehue S.A. ' ’ |

Dn May 19, 2003, the Superintendency of Sanitation Services fined the Compary under its Resolutlon 1194 for faulure 10 comply with
the NCH 1333 Of 78 standard. The Company paid the fine and this case is under appeal in the 7" le Coun of Santiago {Case file
'N° 2829-2003). The appeal was granted against the sentence that rejected the demand. 1

!By Resolution 424 dated February 9, 2004 the Supe rintendency of Sanitation Services fined the Company for not complying with its
written orders and mstrucuons to remit, within the established term, information on the “Cover of the treatment of sewage* and
“pPreduction of drinking water™ processes. |

This fine is being appealed against by the Company before the 7‘ Civil Court of Santiaga (Case Flle N° 1134:2004), Current status:
lUnfavorabIe sentence; appealed against. '

‘ : ' Notes to the Consolidated Financial Statements
. D ‘ | "As of December 31, 2005 and 2004
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Aguas Los Dominicos S..‘IA. .

By Resolution 426 dated February 9, 2004, the Superintendency of Sanitation Services fined the Company for not complying with its

written orders and instructions to remit, within the established term, information on the "Cover of the treatment of sewage” and

~Production of drinking water* processes. e
This fine is being nppeéled by the Company in the 19" Civil Court of Santiago (Case File N* 1189-2004). Current status: Unfaverable

sentence; ap;_)nled aga’inst. . .

During the years covered by these financial statements, no athar sanctions have been applied to the Company, its directors or executives,

NOTE 30. SUBSEQUENT, EVENTS. ¢

On December 9, 2005! the subsidiary Aguas Andinas S.A. inscribed with the Superintendency of Securities and Insurance {Ord.
N® 12,B77) a new bond; issue under the line instribed with the Superintendency under the N° 305 on October 10, 2002 ) .
This bond issue corresponds to the Series f for U.F. 5,000,000, with a nominal interest rate of 4.15% and a term of 21 years. £qual
repayments will be due: from June 1, 2008 to Decemnber 1, 2026.

These bonds were placed on January 3 and 4, 2006, for & total amount of LLF. 5,000,000

In Sessién of Directory:date as of February 28, 2006, was agree cite to Board Ordinary of Shareholder for day at April 25 of 2006 ta
Aguas Cordillera S.A. Aguas Los Dominicos S.A. and Aguas Manquehue $.A,; for Aguas Andinas 5.4, was fix fot day at April 26 of 2006
and far Inversiones Aguas Metropolitana S.A. was fix for day at April 27 of 2006, '

.The board meeting hejd on February 28, 2006 agreed to call the Ordinary Shareholders’ Meeting of Inversiones Aguas Metrepolitana
s.A. for April 27, 2006, to cancel the calling of an Extraordinary Shareholders’ Meeting for March 18, 2006, reported to the Superintendency
on December 14, 2005, and to call an Extraordinary Shareholders’ Meeting for April 27, 2006, in order to submit to the meeting the
board's proposal to re:duce the capital of the Company, R

At the date of issue of these financial statements, the management of the Company and its subsidiaries n're_ unsware of any other

subsequent events tha’t might significantly affect the financial position andfor results of the Company and its subssidiaries as of Decernber
31, 2005. o ’
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NOTE 31. ENVIRONMENT

The Parent company has made no disbursements in environmeﬁtal projects in the years ended December 31, 2005 and 2004.

Subsldiaries '

1

. B

+

The principal :nvenmems made by the subsidiaries for improving the en\nmnment during 2005 lnd 2004 have been the construction

_ of the sewage treatment plants detailed below:

|
2005,

'3 Name of works . . ! ‘ 2004

i . . Thths Thth$

; La Farfana treatment plant i 5.3%0,98} .. 12,087,105
Talagante treasment pllant 5,358,736 , 2,376,293
Curacavi treatment plant 943,752 . 121,798,
El Monte treatment plant . 22|S.231. ' 730,546
Esmeralda Melipilla treatment plant (fmprovement) 215 327 ‘ ;. 61,055
Cexas and Esmeralda treatment plants remote control ¢ . 40 560 ' 23,687
El Trebal treatment plant 3|8 608 l 44,951
Quality and Environmental Plan 22,255 -

! Los Nogales treatment plant _ 271.159 2,655.352
Buin Maipo treatment plant , [?,1#2 1,706
Repair of mixed sludge chambers 6,697 ! -
Treatment plants sludge management |3.5(:{9 . : 147,711
Valdivia de Paine treatment slant : 44 64,122

i Prevention and neutralizatioﬁ of plant chlorine leakages ‘ - ' 36,708

: Total 12,744,053 18,351.034

! NOTE 32, LONG TERM NOTES PAYABLE
1

|
i Clause 14 ot decree Law 70 bublished in the Official Gazette on March 30, 1998 and clause 42 of Supreme Decree 453 set out the rules
far demanding reimbursable financial contributions for capacity and for the provision of the correspondlng service 1o whoever asks

to be incorporated as a customer or requires a service expansion.

The debt for reimbursable contributiens is shown in Long-term nates payable for ThCh$ 25,461, 254 and ThCh$ 23,611,737 as of

December 31, 2005 and 2004 respectively.
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NOTE 33. TRANSFER OF OWNERSHIP OF SANITATION WORKS

Under an agreement signed on fune 30, 1998 between the Metropéiitan Regional Government and Aguas Andinas 5.A., ownership
of the sanitation works ‘constricted or acquired with resources of the National Regional Develapment Fund was transferred to the
company. The assets transferred under this agreement, which constitute contributions from third partes, are governed by Decree Law
70 issued by the Ministry'- of Public Works in 1988 and the provisions of dlause 36 of the respective MINECON Law 453 of 1988,
As of December 31, 1998, these assets were incorporated into the Company's fixed assets at 2 nominal value of Ch$ 1 for each one,
as there Is a prohibition on considering these assets transferred by the regional government as an investment for purposes of tariff
setting, 50 the Company::annot eam a return on them and they do not represent any additional operating profit-generating cperations
for the Company in addli(ion o those already obtained since they started operations.
| Furthermore, the cost b'eneﬁt is not altered with respect to previous years as the Com_pany made no disbursements.
- The maximum tari$f contemplated for this type of conuribution Is intended only to cover the operating and maintenance costs required.
. According to the instructions of the Superintendency of Securities and Insurance, in its Resolution 01489 of March 22, 2000, the
estimated technical value of these warks was determined for information purposes. This now amounts to ThCh 1,601,098 and its
depreciation, determined on the basis of its time in use, amounts to ThCh$ 531,862, ’
The principal criteria us'ed in the valuation of these works include earth movement, supply pipes, drinking water and sewage chambers
and labor costs, all as o‘f December 2005, The sverage usefut life of these assets is 406 months and their remaining average useful life
as of December 2005 is 292 months. '
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The board meeting held on August 29, 2005 resolved: ) {

a. To distribute an interim dividend of Ch$ 10,965,000,000 against the net income for 2005. The Company's dividend N° 1 will therefore
amount to Ch§ 10.965 per share and be payable from September 27, 2005,

b. To call an extraordinary shareholders' meeting for September 23, 2005, to be held at 11 a.m. at the company's offices at Avenida
E1 Golf N° 40, 13th floor, Las Condes, Santiago, in order to propose amendments to the bylaws i'n order to:
(1) Modify the Company's bylaws to set a quorum of at teast two-thirds of the shares issued with vmlng rights in order to modify
- the corporate objects, proposing a new text for the Eighteenth Clause of the bylaws according to :he drah presented by the chairmen,
{if) Modify the Twenty-First Clause of the bylaws 1o establish the distribution of an additional dmdmd should the Company’s cash
pasition so permit.

«. During August, the whole Company shareholding In Ainar was sold. The 60% shareholding was sold to the related company
inversiones Aguas del Gran Sant:ago S.A. for ThChs 213, 1|

The extranrdmary shareholders’ meeting of Inversiones Aguas Me:ropollunas S.A, . held on September 23 2005, approved the

modification of the Compeany’s bylaws, as follows: 1

a. Ta establish a quorum of the absolute majority of the directors with voting rights, and provided also that this mdudcs the consenting
vate of the majority of the directors who are independent from the controller, to approve resoluuons consisting of the granting
of loans and credits by the Company to parties related to it, in accordance with the def'nnjon contamed in dause 100 of Law 18,045
and those set out in the second paragraph of clause 44 of Law 18,046. | : !

b. To establish & quorum of at least two-thirds of the shares with voting rights for the madification at an extraordinary shareholders’
meeting of the corporate objects and the Eleventh and Twenty-First Clauses of the bylaws. .

¢ To distribute an additional dividend for at least 30% of the net distributable income for the year should the sum of the dividend
or capital distributions in cash received by the Company from its subsidiary Agues Andinas S.A. dunng that year, less operating and
non-gperating expenses and provisions for the year that have to be made in accordance with applicabie accounting principles, be
2n amount exceeding the 30% mentioned above, until completing the total amount of the dlmjibmahle net income for the year;
uniless there is agreement 10 the contrary by two-thirds of the issued shares with voting rights at the ordinary shareholders' meeting.

d. Approvai of the delegation of powers for the Jegalization and registration of the bylaw amendments agreed a1 the meeting.

On October 21, 2005, the Company informed the SVS that  * i 1

a. On that date, the board of the Company had been advised of a'communication sent by the cor.:troliing shareholders Inversiones

Aguas del Gran Santiago S.A. a subsidiary of the Spanish company Saciedad General de Aguas de Barcelona 5.A., and Ondeo Services ,

Chile 5.A., & subsidiary of the French company Suez Environnement, informing the Company that they were to start, on October
26, 2005, a road show process in Chile and abroad in the context of their decision to make a seco'ndary offering of common shares
in the Campany, to be carried out simultaneously in Chile, with a public share offering in a:coraanr.e with the Securities Market
Law 18,045, in the USA, as shares or American Depositary Shares, only to Qualified Institutional |nvestors as defined in Rule 144A
of the V.5, Securities Act of 1933, and, outside the USA, also either in shares or American Depomary Shares, in accordance with
Regulation $ of the said Securities Act.

b. The controlling shareholders advised that the secondary offering in question would be for a tatal of up to 495,000,000 shares,
representing 49.9% of the total shares issued by the Company, i

.
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- ¢ The communication also advised that the placement agents tor this otfer in Chile would be Banchile Corredores de Bolsa 5.4, Celfin

Capital $.A., Corredores de Bolsa &nd Santander Investment S.A., Corredores de Bolsa, and the placement agents abroad wouid be
santander Central Hispano Investment Securities Inc. and UBS Investnent Bank. The legal advisers to the offering sharehalders in
this transaction are Prieto y Cla., in Chile, and Simpson Thacher & Bartlett LLF, in the USA; and to the placement agents, Morales,
Noguera, Valdivieso y Besa, in Chile, and Shearman & Sterling LLP, in the USA, i .

d. Lastly, the shareholders indicated have advised that they expect the secondary offering mentioned to be finalized by the end of
november 2005, i . -
. In the context of this informetion, the board proceeded to select The Bank of New York to act as the depositary bank for the ADR

-program the Company will carry out in the context of the secondary share offering to be made by the controllers of the Company.

On November 15, 2005, the Company informed the SV§ that:

On the previous day, an extraordinary shareholders’ meeting was held of inversiones Aguas Metropalitanas S.A. to pronourke on the
actions taken by the Company and its management, and the acts and contracts that the Company should sign in the context of the
secondary commeon share offering of the Company which is being made by the shareholders of the Company simuitaneously in Chile,
as 2 public securities offering under the Securitias Market Law 18,045, in the USA, as shares or American Depesitary Shares, only to
Qualified Institutional Investors as defined in Rule 144A of the U.S. Securities Act of 1933, and, outside the USA, also either in shares
or American Depositary Shares, in accordance with Regulation 5 of the said Securities Act (the Ofter),

The Company, as issuer of the shares offered for sale and in consideration of the benefits that this placement will bring, has had to

tollow certain procedures and accept certain commitments and obligations that are normal and standard in the jocal and imternational

markets by issuers in a secondary share offering. These procedures and commitments include:

(i} Collaboration in the preparation of an Offering Memorandum for the international tranche of the Offer and of a Commercial
Prospectus for the local tranche of the Offer;

{ii) The appolntment of a depositary bank in New York to act as the depositary in the ADR program to be carried out by the Company
in the context of the Offer; ' T

(i) The signing of Depasit Agreements with the depositary bank in which the obligations and rights of both parties are set out for
the ADR program; . .

(iv) The signing of a Purchase Agreement with the investment banks that act as initial Purchasers of the shares that form part of the
international tranche of the Offer, the selling shareholders and the Company, in which the Company has to make a series of
declaratians and guarantees in favor of the Initial Purchasers and sssume certain obligations in their favor;

(v} The signing of a Placement Agreement by the investment banks acting as Placement Agents of the shares forming part of the local
tranche of the Offer, the selling shareholders and the Company, in which the Compény has to make a series of declarations and
guarantees in favor of the Placement Agents and assume certain obligations in their faver. i .

in view of these considerations, the extracrdinary shareholders’ meeting approved the arrangements made o date by the Company

and its management in collaboration with the success of the Otter and agreed to continue with ‘such collaboration and approve the

signing by the Company of the Deposit Agreement, the Purchase Agresment and the Placement Agreement on the terms and conditions
mentioned above, and the other contracts and instruments necessary for the success of the Ofter, granting pewers for this purpase.
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On November 17, 2005, the Con_ipany informed the SVS§ that: |-

with respect to the Company’s secondary common share offering that the shareholders are carrying out in Chile and abroad, as
informed to the 5VS on October 21, the shareholders have advised that
G} The CHer has been corcluded without having met the minimum pﬂce condition set for the aucuon ofthe shares planned for that day.
{ii) The auction would therefore not take place, and
(iii} The above has been duly communicated by the ptacement agents responsible for this process to the Santiago Stack Exchange for
it to inform the market, !

On November 18, 2005, the Company informed the SVS that:
With respect to the Company's secondary common share offering that the shareholders are carrying out in Chile and abroad (informed
"to the 5VS on October 21), the SV$ was informed yesterday that the Offer had concluded wﬂhom having met the minimum price
condition that the shareholders had set for the auction of shares planned for today and that the auction has therefore been cancelled.
Wae have now been informed that the sharehoiders of the Company have reached an agreement w1'1h interested investors to carry
* out the secondary offer today, for which:
{i) AtS5.15 p.m. teday, an electronic auction will take place on the Santlago Stock Exchange of 100,000,000 shares of the Company,
worresponding to 10% of the Company's share capital, at a minlmum price of Ch$ 480 per share, and
(i) The shareholders will sign a Purchase Agreement with UBS Securities LLC and Santander investment Limited for the sale of American
Depositary Shares representing a total of 334,000,000 shares of the Company, corresponding to 33.4% of the Company’s share
capital, plus an option for UBS Securities LLC to purchase an additional number of American Dept!)siwry Shares representing a total
of £5,000,000 shares of the Company carespanding to 6.5% of the share capital of the Compan'y. at the same price stated above,
expressed in US dollars, : . ‘

©On November 23, 2005, the Company informed the SV5 that:

Regarding the Company’s secondary common share offering tlm our sharehciders are carrying out in G1ile and abroad, and continuing

with the information contained in reports to the SVS dated November 17 and 1B, we can confirm that today the transaction feferred .

to has been legally finalized, and consequentty: 1

(i} Ondeo Services Chile 5.A. has ceased to be a sharehoider of the Company,

{ii} tnversiones Aguas del Gran Santiago S.A. maintains a 56.6% shareholding in the Company, whuc!'n holding could reduce to 50.1%
should UBS Securities LLC exercise the whole of its purchase option set out in the respective sharF purchase agreement, for which
it has & term until December 18, 2005;

(iii) The shareholders' agreement between Inversiones Aguas det Gran Santiage 5.A. and Ondeo Services Chile 5.A. has been terminated
as the latter is no longer a shareholder in the Company; . .

{iv} Inversiones Aguas del Gran Santiago S.A. therefore Temains as the sole controller of lnverslones de Aguas Metropolitanas 5.A.,
and thus of Aguas Andinas $.A,; i

(v} Inversiones Aguas dal Gran Santiago $.A. is cantrolted by Agbar Chite S.A., which in turn is controlled by Sociedad General de Aguas
de Barcelona 5.4, (*Agbar®). Agbar is a Spanish company whose largest shareholder is Hisusa, Holdlng de Infraestructuras y Servicios
Urbanos, 5.A. (*Hisusa®), with a hoiding of 47.197% of the share capital of Agbar; and

{vi) The shareholders of Hisusa are the French company Suez $.A. {through a subsidiary), with 5l5i and Caixa d'Estalvis i Pensions
de Barcelona {through a subsidiary), with 43%. Suez, 5.A. 8lso, through a subsidiary, has a 1.449% shareholding in Agbar.

The board meeting held on december 14 agreed to call an extraordinary shareholders' meeting for March 8, 2006, at 11 a.m, at
Avda, Presidente'salmar.eda 1398, 10th floar, Santiago, to proceed with the totel renewal of the board in view of the recent
secondary share offering pracess that meant the entry of new shareholders into the Company.

|

1
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On December 20, 2005, the Company infarmed the SVS that: )

Regarding the Comparny's secondary common share offering that our shareholders are carrying out in Chile and abroad, whose closing
was duly Informed on November 23, we advise that UBS Securities LLC has definitively not exercised lts purchase option included in
the respective purchase agreement for acquiring an additional number of shares in the Company and that the term tor doing so has
expired. ) ’ i L

Following the transaction referred to therefare, our majority shareholder Inversiones Aguas del Gran Santiago 5.A. remains with a
56.6% shareholding in the Company, the rest of the capital being held by minority shareholders

AGUAS ANDINAS 5.A,

At a board meeting held on March 22, 2005, the resignation was noted of Roque Gistau Gistau as a director of the Company.
The ordinary shareholders’ meeting hetd on April 21 revoked the board of directors and slected for the full statutory periad the
following directors and alternate directors. : : . .

Directors ’ Altemnate directors

- Alfredo Noman Serrano - .« Angel Simdn Grimaldos |

- Josep Bagué Prats - losé Vila Bassas :

- Fernando Rayén Martin : .+ Uuis Marfa Puiggari Lalanza

- Alzin Chaigreau - - Jean Michel Desloges

« Carlos Miadinic Alonsa - Jorge Bande Bruck

- Daniel Albarrén Ruiz Clavijo ) '+ Claudio Maggi Campos

- Bernardo Espinosa Bancalard ' - Roberto Hempel Holzapfel N

On July 14, 2005, Inversianes Aguas Metropalitanas Limitada, controlling shareholder in AGUAS ANDINAS 5.A., the holder of
3.133.053.126 Series A shares issued by Aguas Andinas 5.4, advised that its partners, Ondeo Services Chile'S.A. and Inversionas Aguas
del Gran Santiago 5.A., had agreed to transform Inversiones Aguas Metropolitanas Limitada inta a corporation governed by the
regulations applicable to open corporatians, preserving the joint control over it under a shareholders’ agreement, following the

+

transaction. R
tt was also advised that they agreed to request the inscription of the transformed company and its shares in the Sec.urities Register
of the SVS which, actording to the correspandence, would prepare them for placing the shares on the market should conditions
be suitable. . .

On July 19, 2005, the board of the Company agreed to prepay alf the bonds of Series A, sub-series A1 and A2, whose issue is inscribed

in the Securities Register of the 5V with the number 266 on August 13, 2001, in accordance with clauses 104 d) and 130 of the:

securities Market Law, and the clause 3, 13 of the bond issue indenture recorded in public deed dated June 19, 2001, before the
Santiago notary lvin Torrealba Acevedo, modified by public deed dated August 2, 2001 before the Santiago notary Juan Ricardo

San Martin Urrejola.
Accordingly, the prepayment was made on Septernber 1; 2005, The bonds were redeemed at their nominal value plus accrued interest

ta the date of their redemption.
The board expressly authorized the chiet executive officer, Felipe Larrain Aspillaga, to follow ali the procedures required by law
and the contract that are necessary for the redemption and prepayment of these bonds.
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- On July 19, 2005, the board of the Company agreed to distribute Chd 21,416,378,060 as an interim dividend against the net income
for 2005, The Company's dividend N° 41 amounts to Ch$ 3.5 per share and is payable from September 27, 2005.
- The board of the Company on August 36, 2005 sgreed 1o the fssue of two new series of bonds lgamn the fine of bonds tssue contract
registered with the SVS under N° 305 on October 10, 2002. Both series together will not exceed 5,200,000 Unidades de Fomento,
The purpose of these new series of bonds will be the refinancing of the company’s liabilities. : ,
- On November 23, 2005, the company reported that: Regarding the secondary comman share oﬂerlng of its pareny, Inversiones Aguas
Metropolitanas S.A. (IAM) that its shareholders are carrying out in Chile and abroad, Aguas Andlnas S.A. has been informed by 1AM
that today the transaction referred ta has been legally finalized, and comequern!y' |
) Ondeo Services Chile $.A. has ceased to be a shargholder of IAM; ‘ ’ ! )
{H) inversiones Agues del Gran Santiago 5.A. mélntains a 56.6% shareholding in 1AM, which holdmg cmﬂd reduce to 50.1% should
UBS Securities LLC exercise the whole of its purchase option set out in the respective share purchase agreement, for which it has
a term until December 18, 2005; i
{ii7) The sharehaolders’ agreement between Inversiones Aguas del Gran Santiago $.A. and Ondec Semces Chile $.A. has been terminated
as the [atter i no longer a sharehoider in 1AM;
{iv) Inversiones Aguas del Gran Santiago 5.A. therefore remains as the sole controller of I»ﬂm-'l.1 and thus o! Aguls Andinas $.A;
{v) Inversiones Aguas del Gran Santiago $.A. Is controlled by Agbar Chile 5.4, which in turn is controlied by Sociedad General de ’
Aguas de Barcelana S.A. (*Agbar®). Agbar is a Spanish company whose largest shareholder is H:susa. Hnldmg de Infrasstructuras y
Servicios Urbanos, 5.A. (*Hisusa™), with a holding of 47.197% of the share capital of Agbar; and q ) |
{vl) The shareholders of Hisusa are the French company Suez, S.A. {through a subsidiary), with 51% and Caixa d'Estalvis i Pensions
de Barcelona {through a subsidiary), with 49%. Suez, S.A. ats0, through a subs:dlary. hasa 1. 449% shareholding in Agbar.
+ The board meeting held an November 29, 2005 agreed the following. l
(i) To complement and madify the board resolutions of August 30, 2005 when the issue of the Senes Ey F bonds was suthorized
against the lime of bonds registerad with the $VS under N° 305 of October 10, 2002, Among other matters, ll was agreed to extend ’ |
the maturity date of the Series F 1o & maximum of 21 years and eliminate the limitazlon, with respact to the placement of the
Series E and F bonds, that they should jointly not exceed 5,200.000 Unidades de Fomento. ! '
fii) Ta proceed with the prepayment of all the Series D bonds as estabiished in the respectwe issue mdenture delegating on certain |
persons the determination of the date on which this will be carried our. | ‘

. . ) . |
AGUAS CORDILLERA 5.A. . ! : .
i

The ardinary sharehalders’ meeting of Aguas Cordillera §.A,, held on Aprii 21, 2005, renewed the drc?tm the following being elected: B
. | '

- Felipe Larrain Aspillags I
- loaquin Villarino Herrera

- Ignacia Escudero Gardla - I
- Luis Manue! Rodriguez Cuevas l
- tgor Garafulic Olivares |
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On July 19, 2005, the board of the Company unanimously agreed to prepay oll the bonds Series 8, D and E, in accordance with the

} provisions of clauses 104 d) and 130 of the Securities Market Law and the pertinent dauses of each indenture, whose issues are identified

below:

1.- Series B bonds: By public daed dated October 30, 1991 before the notary Radl Undurraga Laso, a bond issue indernture was signed
tor the Series 8, sub-series B1, B2 and B3, moditied by public deed dated March 21, 2002 before the notary José Musalem Saffie, The
issue is inscribed In the Securities Register of the 5v5 with the number 154, dated February 7, 1982. ) -

2. Series D bonds: By public deed dated May 24, 1993 before the notary Raul Undurraga Laso, a bond issue indenture was signed
for the Series D, sub-series D1, D2 and D3, modified by public deed dated August 6, 1998 before the notary José Musalem Saffie. The
issue is Inscribed In the Securities Register of the SVS with the number 167, dated August 10, 1993, .

3.- Series E bonds: By public deed dated May 18, 1995 before the notary Gonzalo de la Cvadra Fabres, a bond issue indenture was
signed for the Series E, sub-series E1, E2 and E3. modified by public deed dated February 11, 1997 before the notzry René Benavente
Cash. The issue is inscribed in the Securities Register of the SVS with the number 187, dated August 11, 1995, ’
The p;'epayment of the Series B and E bonds will be made on January 1, 2006 and of the Series D bonds on October 1, 2005, The bonds
will be prepaid at an emount equivalent to the principal outstanding plus accrued interest to the effective date of prepayment.

_ The board expressly authorized the chief ‘axecutive officer, Victor de la Barra, to follow all the procedures sceording to the law and

the contract that are necessary for effecting the prepayment and redemption of the bonds mentioned.
AGUAS LOS DOMINICOS S.A.

On April 21, 2005, the ordinary sharghalders’ meeting resolved the fotlowing: "
The renewat of the board of directors, the following being elected: : : :

. Felipe Lammain Aspillaga

- Joagquin Villerino Herrera

- Camilo Larrain Sanchez

- Luis Manuel Rodriguez Cuevas
« Igor Garatulic Qlivares

AGLAS MANQUEHUE S.A.

On April 21, 2005, the ordinary shareholders’ meeting resolved the following:
The renewal of the board of directors, the following being elected:

- Felipe Larrain Aspillaga

- Joaguin Villarino Herrera

- Luis Manuel Rodriguez Cuevas
- Carlos Alberto Rabat Vilaplana
- Igor Garafulic Ofivares

©On July 19, 2005, and as resoived at the ordinary shareholders' meeting for 2008, the board of the Company set the date for the
payment _of the final dividend for September 26, 2005,

The Company and its subsidiaries have no other material information to report at the close of the financisl statements at December
31, 2005. '
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